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THE OUTLOOK 


The Rise in the Rails—U. S. Government Purchases—The Coming 
Bond Issue—Our Foreign Loans—The Market Prospect. 








O one can complain, in these eventful days, of lack of important 
news affecting the stock market. On the contrary, new develop- 
ments crowd each other so rapidly that the investor is puzzled how 


to analyze and weigh them. 

The net result has been a rising market in spite of the imminent 
prospect of a genuine war with Germany and proposals for bond issues of a 
size that would, only a few years ago, have put a quietus on bull speculation. 
A confident patriotism and a feeling of relief that the uncertainty of our po- 
sition is to be banished have had a great deal to do with the spread of optimism. 
Rut more definite bullish elements in the situation are not wanting. 


The Strength of the Rails 


_ ITH wages raised by law, and that law sustained by the Supreme Court, 
the obviously logical result should be higher rates, and it is definitely 
stated that the Administration will use its influence with the Interstate Com- 
merce Commission to bring about the granting of an advance. The railroads 
have applied for a raise of 10 to 15 per cent. and investors are ready to assume 
that at least a part of the advance must be granted as a matter of common 
justice. 
The result has been a stronger market for railroad stocks than for months 
past. The generally good earnings of the roads have contributed to the rise. 
This element of strength is not new but its influence has been held in abey- 
ance because of uncertainty as to the future. It is of little use for the roads to 
haul an immense business if rising costs, higher taxes and increased wages are 
to be permitted to eat up most of the profits. 

The best reason for believing that the roads must be permitted to charge 
rates that will give satisfactory net earnings is the complete dependence of the 
country’s business generally on railroad facilities. Those facilities have been 
plainly over-taxed during the last six months. Judge Lovett tells us that the 
roads need to spend $1,000,000,000 a year for several years to come in order to 
bring their facilities up to the country’s needs. To get this additional capital 
they must compete with industrial companies which in most cases are showing 
earnings far ahead of even the best railroad earnings that have been recorded, 
with foreign governments which must borrow regardless of cost, and now with 
a prospective big U. S. bond issue. 





(867) 











868 THE MAGAZINE OF WALL STREET 














Under such circumstances the roads cannot increase their facilities unless 
they command the confidence of investors, and to gain that confidence they 
must be permitted to earn reasonable profits. There is no escape from the 
logic of the situation. If the people of this country want their goods trans- 
ported they must be willing to pay the legitimate value of the transporta- 
tion, and the President, Congress and the people at large are beginning to 
realize that fact. 

Government Purchases 


NDUSTRIAL stocks have recently advanced less in proportion than the 
rails, partly because they had previously had a considerable advance, and 
partly because it is clear that the prospective war purchases of this Government 
will not be made on a basis of such abnormal profits for the manufacturers 
as the purchases of foreign governments. 

The agreement between the Government and the copper producers under 
which the Government is to get its copper at approximately half the present 
market price, has had a discouraging influence on speculators in the copper 
stocks. The Government orders already placed are not large enough to cause 
any important reduction in the companies’ profits. It is the tendency that is 
important. 

There is also a feeling that the readiness of the companies to make such 
an agreement may have been in part due to the tremendous increase in copper 
production. There is no longer any doubt that there will be copper enough 
to go around, even with the big war consumption. In the meantime, how- 
ever, the profits on copper metal sold at prices above 30 cents a pound are, for 
all the important companies, simply tremendous. 

It is plain that our Government purchases generally will be made on a basis 
of reasonable profits. Times have changed since the Civil War, when great 
fortunes were accumulated by selling goods to the Government at exorbitant 
— Our ship yards, although overwhelmed with more profitable work, 

ave offered to build for the Government at cost plus 10 per cent. Steel 
makers have tendered their facilities, though no definite price basis has as yet 
been announced. 

But the placing of heavy Government orders even at moderate profits to 
the companies is a legitimate bullish consideration, and the market so inter- 
prets it. The fact that some companies have made profits of 50 per cent. or 
more on foreign business does not make additional business at 10 per cent. 
profit a bearish factor. 

U. S. Government contracts of hundreds of millions of dollars will have im- 
portant secondary effects. They mean a continuance of the active employ- 
ment of labor at high wages, the free circulation of money, good business for 
merchants and for manufacturers in other lines of enterprise, and thus indirectly 
further accumulation of capital which must eventually seek investment. 


The Coming Bond Issue 


is a certainty that a big U. S. bond issue must soon be floated and the only 

question is as to its size. It is highly probable that, in addition to our own 
war expenditures, we shall in some way lend our Government’s high credit to 
the Allies. New York bankers are generally in favor of a billion dollar loan. 
That is, under the conditions, our cheapest and most effective way of defending 
ourselves from German aggression. 

There are several ways in which this could be done. The $100,000,000 
French short term loan now being offered yields over 6 per cent. interest on 
the investment and has in addition an attractive conversion feature and a chance 
of an 1] per cent. profit if French exchange returns to normal within two years. 
.This abnormally high return is in spite of the fact that the loan is secured by 
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neutral collateral, to be kept permanently up to a value of 120 per cent. of 
the loan. 

If these notes bore the endorsement of the U. S. Government they could 
probably be placed on a 3 per cent. basis, and it is a question whether our 
splendid Government credit could be more usefully employed. We owe much 
to France, both for the past and in the present. 

Our Government credit could in this way be extended to the Allies grad- 
ually and with little friction. Short term bonds having behind them the credit 
of several governments, including our own, would be popular with investors. 

A similar idea would be to issue U. S. bonds based on foreign treasury 
notes as security. It is possible that such bonds would make a stronger appeal 
to patriotism than our endorsement of foreign notes, although the result would 
be essentially the same. . 


Profits On Foreign Government Orders 


A QUESTION which has not yet been agitated but is bound to come up for 
discussion before long, is whether this country should charge such high 

prices for war supplies to the belligerents with whom we shall really be in 

alliance, even though we may remain nominally independent of them. 

When we are definitely at war with Germany, the Allies’ cause is our 
cause, regardless of whether we become a member of the Entente or not. 
Ought we not to be broad enough to furnish the Allies supplies on the same 
basis as to our own Government—namely, at a fair profit, rather than at the 
exorbitant profits which some of our war companies are able to earn on the 
basis of present prices? 

Our Foreign Loans So Far : 


HAT it is now proposed that our Government should do has already been 
done by our banks and private investors on a tremendous scale. Our total 
loans to belligerents now foot up nearly $2,300,000,000. Also, President Loree’s 
latest compilation shows that we have bought from Europe within the last two 
years railroad securities having a par value of $1,518,000,000. This does not 
include the heavy sales of 1914, nor the sales of industrial securities. Evidently 
the market value of all the American securities absorbed by this country since 
the war broke out is between $1,500,000,000 and $2,000,000,000. 

Our investors and institutions, then, have already furnished Europe approxi- 
mately $4,000,000,000 of capital. The change that comes with the entrance of 
this country into the war is chiefly in the form and manner in which further 
credits shall be given. 


The Market Prospect 


\ IEWED broadly, the outlook for the stock market is favorable. The present 

range of prices is not high compared with earnings and the business out- 
look. An average of 50 railroad and industrial stocks, after falling from 102 
last November to 77 at the beginning of February, has now rallied to 87, or 40 
per cent. of the decline. 

Technical conditions of the market have not as yet been seriously weakened 
by the advance. The public has shown a disposition to take hold again in a’ 
moderate way, but there is no such quantity of stocks carried on margin as 
there was last fall. 

With conditions so confused as they are now and with such powerful forces 
concentrated upon the security markets, it is not probable that the present up- 
trend can be continued without important reactions. Conflicting influences 
will be likely to result in conflicting market movements. But with prosperity 
for the remainder of 1917 well assured by forward orders in most industries 
and with our own Government now coming actively into the market for war 
supplies, the optimistic tone of the market is justified by the conditions. 


—March 26, 1917. 
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What’s the Matter 
With the Railroads? 


The Fundamental Defect in Our 
Policy of Railroad Regulation 
Which Ten Years’ Experience Has 
Disclosed — Why New Railroad 
Facilities, Which Are Needed 
Badly, Are Not Being Provided 
















By IVY L. LEE 








(Mr. Ivy L. Lee, whoes article on the railroad situation written for The Magazine of Wall 
Street follows, enjoys an international reputation as a writer, lecturer and publicist. The chief 
purpose of his endeavors has been to create a better understanding and a closer relationship 
between vested capital and the public, and in that work he is in closest touch with the leading 
financial interests in this country. Mr. Lee was born at Cedartown, Ga., in 1877. He graduated 
with the degree of A.B. from Princton in 1898, and took post-graduate courses at Harvard and Co- 
lumbia. From 1899 to 1903 he was engaged in newspaper work in New York City, and in 1906-7 
was press representative for the anthracite coal operators, the Pennsylvania Railroad and other 
corporations. From 1908 to 1909 he was in charge of the Publicity Bureau of the Pennsyl- 
vania Railroad, and from 1913 to 1914 was Executive Assistant to the President of the Pennsyl- 












vania. 
Rockefeller. 
Mr. Lee has made a profound stud 
during the last year have attracte 


On January 1, 1915, he was appointed to the personal advisory staff of Mr. John D. 
Mr. Lee is now associated with many interests as an adviser in public relations. 
of the railroad situation, and his writings and addresses 
wide attention.—Editor. 





HE railroads of this country face a 
very serious situation. Even in a 
formal statement to the Interstate 

Commerce Commission on March 22, a 
group of leading railroad presidents de- 
scribed the condition as “tense.” But in 
a private conversation lately, a promi- 
nent executive said to me, “We are mov- 
ing straight toward bankruptcy.” 


Need for Rate Increase 


That is why the railroads of the whole 
country have petitioned the Interstate 
Commerce Commission to authorize im- 
mediately a percentage increase in rates. 

The thirty-eight railroad systems east 
of the Mississippi and north of the Ohio 
and Potomac applied on May 14, 1913, 
for an increase of five per cent. in freight 
rates. It was not until December 16, 


1914—nineteen months later—that, fol-' 


lowing a rehearing, the commission 
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finally granted even a part of the relief 


sought. Any such delay now would be 
of most serious consequence. 


“Prosperity” of the Roads 


The public mind has heard a vast deal 
during the past year of the “prosperity” 
of the railroads. And, in point of both 
gross and net earnings, the fiscal year 
1916 was the most prosperous year in 
railroad history. 

But the real test is not the quantity of 
earnings, but the ratio those earnings 
bear to the capital necessary to realize 
them. 

Application of any such test shows 
that 1916 was far from the most pros- 
perous year. The net earnings for the 
year represented only about six per cent. 
on the property investment. 

Examination of reports of 50 leading 
industrial companies for 1916 show they 
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earned 141 per cent. over 1915; in the 
same period the railroads increased their 
earnings only 11 per cent. 

But earnings, either of railroads or 
industrials, in any one year, count but 
little ; it is average earnings over a period 
of many years which reveal either the 
health or the weakness of an enterprise. 


Regulation With “Teeth” 


Let us see what has happened to the 
railroads in recent years. The Hepburn 
Law—which was the beginning of reg- 
ulation with “teeth”’—became effective 
Aug. 1, 1906. But the Interstate Com- 
merce Commission did not prescribe new 
accounting rules until July 1, 1907. Only 
since then are railroad ‘figures com- 
parable. But see what has occurred in 
the intervening period : 

During the eight years from July 1, 
1907, to July 1, 1915, the railroads added 
to their property investment about 
$4,800,000,000, an increase of nearly one- 
third over 1907. 

As a result of that increased invest- 
ment, the railroads were able in eight 
years to render an aggregate increased 
service of 186,241,000,000 traffic units 
(passenger miles and ton miles com- 
bined). 

That was a total actual addition to the 
service rendered in 1907 of about seventy 
per cent. 

Having rendered that total increased 
service, with the facilities provided by 
that increased capital, the railroad treas- 
uriés on July 1, 1915, were worse off by 
$95,000,000, in so far as returns from 
operations were concerned, than they 
were at the end of 1907, as shown by the 
tabulation herewith. 

In other words, nothing whatever had 
been added to the total railroad net earn- 
ings of eight years as a result of the 
vastly increased service which had been 
rendered. 


Results for 1916 


It is true that 1916 showed a great im- 
provement—the net operating income be- 
ing $265,000,000 in excess of that for 
1907, meaning in effect an addition of 
$160,000,000 in nine years, during which 
time some $5,000,000,000 were being in- 
vested. 


But 1916 was a year in every respect 
peculiar. It followed several years of 
depression during which the railroads had 
had opportunity to effect many econ- 
omies, make their staffs more efficient, 
and arrange contracts for materials upon 
a favorable basis. There had also been 
some small increases in rates. Thus 
conditions favoring an operating ratio 
were exceptional. 

But in the fiscal year 1917, the down- 
ward trend has reasserted itself with ab- 
normal vigor. Costs are mounting up- 
wards while rates remain the same. 
Rates cannot be increased without 


Government permission. 


Increased Costs 
It has been estimated that railroad 
coal bills for 1917 will be upwards of 
$130,000,000 more than for 1916. The 
Adamson Law and other wage adjust- 





TOTAL NET EARNINGS, AFTER PAYING 
TAXES, OF RAILROADS OF THE 
UNITED STATES. 
Net 
Operating 


Income 
$760,277,389 


Year 
Ended 


Increase or 
Decrease Over 
1907 
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728,212,079 
Aggregate Net Loss in eight years 
from 1907 





ments will cost more by upwards of 
$50,000,000. Materials will cost at 
least $50,000,000 more than in 1916. 
These items alone will this year cost the 
railroads $230,000,000 more than for the 
previous year. 

Of course, the full measure of impend- 
ing cost increases will not become effec- 
tive during the fiscal year—they will be 
felt fully in the calendar year. But what 
has already happened is enough to justify 
one in prophesying that unless there is 
an immediate change in the rate struct- 
ure, the end of the fiscal year 1917, that 
is at the close of the first full ten years 
of railroad regulation, will find the rail- 
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roads of the-country disclosing this ex- 
hibit of conditions : 

1. An increased railroad investment of 
about 40 per cent.; an increased service 
of some 70 per cent. rendered in ten 
years, and no return earned upon the in- 
creased investment ; 

2. Railroad building at a very low ebb, 
railroad facilities congested, no adequate 
plans being made to provide for future 
requirements, and 

3. Issuance of new stock for railroad 
construction wherein investors take their 
chances in the enterprise at an end. 

Private Capital on “Strike” 

Railroad facilities in this country are 
congested and wholly inadequate for the 
development of our commerce, yet rail- 
road building in the United States is 
practically at a standstill; railroad im- 
provements are being made on a hand- 
to-mouth basis. 

The fact is that private capital is on 
strike against taking chances in new rail- 
road construction. The wages offered 
to capital are not commensurate with the 
risk. As Mr. Rea, president of the Penn- 
sylvania, very properly said to the Inter- 
state Commerce Commission at the hear- 
ing on March 22: 

“Railroad securities must be made suffi- 
ciently attractive if we are to secure the 
money to continue to expand the properties 
and meet the traffic demands, and this can 
only be done when we are assured of such 
broad and liberal treatment as will give them 
sufficient net earnings and surplus as to in- 
duce investment in the railroad business. 

“With such widespread and pressing de- 
mand for larger terminals, greater facilities 
and more equipment, it is essential that the 
railroads be granted the higher rates neces- 
sary to place them in a position to meet rising 
costs and give them the earning basis to at- 
tract new capital for the additional transpor- 
tation facilities and services so urgently re- 
quired. The lack of sufficient surplus for 
many years past has prevented the railroads 
from providing such additions and betterments 
in advance of traffic demands, and while labor 
and material costs were reasonable.” 

In 1916 the only issue of stock listed on 
the New York Stock Exchange for new 
construction was $351,145.65, issued by 
the Cleveland and Pittsburgh Railroad 
for a small amount of work done in 

1915—and even that stock was guaran- 
teed by the Pennsylvania Railroad Com- 
pany, making the stock in effect a de- 


benture bond. 





It is true that in 1916 $6,700,000 in 
shares were listed in new stock of the 
Norfolk & Western Railway, but that 
was simply an exchange for convertible 
bonds which had been issued some years 
ago. It was not new money. 

Last year in fact was the first year 
since railroads were invented in which 
not a single share of new common stock 
was listed on the New York Stock Ex- 
change and sold to the public, wherein 
the public took its chances in the invest- 
ment of money for new railroad building 
in the United States. 


The Remedy 


Government can regulate without re- 
straint with reference to existing rail- 
road facilities, but Government regula- 
tion cannot secure a single dollar of new 
money for the building of railroads ex- 
cept as the free-will act of the man with 
Savings to invest. 

Commissions and officials attempt to 
fix rates which will provide “a reasonable 
return on capital,” but they concern them- 
selves almost wholly with existing invest- 
ment; they give but little regard to that 
fundamental fact so clearly stated by the 
Hadley Railroad Securities Commission, 
that: 

“A reasonable return is one which, 
under honest accounting and responsible 
management WILL ATTRACT the amount 
of investor’s money needed for the de- 
velopment of our railroad facilities.” 

Commissions say the railroads. are 
earning enough money. But money for 
new work must be obtained from private 
investors who determine for themselves 
whether a return upon a proposed in- 
vestment seems to them adequate. 

If the returns from railroad business 
either past or prospective, do not attract 
the private investors’ money, assertions 
that railroads are earning an “adequate 
return” are about as effective in provid- 
ing increased transportation facilities as 
the antics of a howling dervish in arous- 
ing the emotions of a bronze idol in a 
Buddhist temple. 

Until this fundamental fact is clearly 
understood and made a cardinal feature 
of the policy of Government in its regula- 
tion, there can be no basically sound sys- 
tem of Government regulation. 














That Rock Island Fiasco 


The Dream of Railroad Empire Which Failed — How the 
Steel Barons Bought a Railroad “Lemon” — 
The IIl-Fated Rock Island Pyramid 





By BARNARD POWERS 





Part I—The Fall of Rock Island 





OCK ISLAND! Truly a rock on 
which the argosies of a thousand 
hopes and the fleets of a thousand 
fortunes have split and gone 

down to despair and ruin. Vanished 
dream of a railroad empire, the great sys- 
tem today lies sprawled athwart the mid- 
continent and like a patient recovering 
from a long and desperate illness feels 
at length the returning tide of life and 
health in its veins. Will it get well? 
Can it come back? Will those patient 
bondholders and _ stockholders who 
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have clung to their cherished certifi- 
cates through endless months of de- 
clining market prices ever see their se- 
curities selling where they stood when 
they were purchased? They may. 
Will those same certificates ever show 
that golden hope of investors—a profit 
—on the purchase price? Such an 
eventuality is more than.a possibility 
—it is even a probability. 

_ Writing the story of Rock Island is 
like writing the history of a nation. 





The tale of the rise and fall of this 
great corporate entity embraces the 
whole gamut of human emotions from 
the brightest to the blackest. Mingled 
with baseness is honesty and charity, 
alongside of selfish grasping by indi- 
viduals we find motives beyond sus- 
picion and endeavors above praise. 
Master minds and knaves have con- 
tributed their greatness and littleness 
for the better or worse—the story of 
Rock Island embraces all the tangled 
skeins of life itself. 

The intention of the writer is to tell 
about Rock Island in the simplest 
terms with as little technical and be- 
fogging details and phraseology as is 
practical. I shall try to show why 
Rock Island fell ill, what was done to 
check its malady and what the pros- 
pects are for eventual convalescence. 


The “Good Old Rock Island” 


Rock Island Railway finds itself in 
its present deplorable position from 
three general causes: (1) Bad judg- 
ment, (2) bad management and lastly, 
(3) bad faith. Enough surely to wreck 
any corporation or individual. It was 
more than enough to wreck the Rock 
Island. 

To make our story clear it is neces- 
sary to turn back the pages of history 
to the beginning of the Twentieth Cen- 
tury, to the year 1900, to be exact. It 
was then that the railroad was known 
as the “good old Rock Island.” Op- 
erating nearly 4,000 miles in rich agri- 
cultural territory, earning its fixed 
charges twice over with generous bal- 
ances available for dividends, the Rock 
Island Railway was regarded in some- 
what the same light as the conserva- 
tive New England investor once re- 
garded the “good old New Haven.” It 
was a fixity and an institution, one of 
that kind-of companies whose securities 
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you could buy and then “forget about” 
which, by the way, can never be prop-- 
erly said of any investment known to 
man. At all events the Rock Island 
occupied a high position in financial 
circles, its present was safe and its fu- 
ture assured. In the following year 
began the developments which led this 
prosperous and respectable road into 
the mire of receivership and the grime 
of the courts. 


The Great Steel Year 


The year 1901 was a memorable one 
in American finance. Early in that 
momentous year the U. S. Steel Cor- 

ration, that leviathan of industrial- 
ism and finance, such as the mind of 
mortal man had never seen before, 
burst full-fledged upon a startled 
world. Hard working men who began 
,as office boys or blooming-mill hands 
and had worked up to positions of high 
authority, blossomed overnight into 
multi-millionaires. There was an 
orgy of money-spending and specula- 
tion. 

Among the most spectacular of that 
very spectacular group of capitalists 
who came into the limelight at that 
time, was the so-called Reid-Moore 
“crowd.” Their financial exploits and 
adventures would fill a thousand paged 
volume, but this is only an account 
of their activities, only so far as they 
affected the Rock Island Railway 
Co. Looking for a safe place for a 
part of their moneys, or perhaps with 
an idea of a “little flier” in the Street, 
they commenced picking up Rock Is- 
land stock in the open market. The 
stock came easily, so easily in fact 
that before long the “little investment” 
had expanded into a very considerable 
investment and with it came the idea 
of buying control of the property and 
transforming it into that unrealized 
dream of all railroad builders—a trans- 
continental line. Here was a funda- 


mental error in judgment. The Reid- 
Moore crowd were essentially steel 
men. They should have stuck to steel. 
In the words of a man who has been 
associated with them for years, “They 
didn’t know a railroad from a barn- 
door.” 


The Reid-Moore syndicate got con- 
trol of Rock Island without much dif- 
culty through the purchase of approxi- 
mately one-third of its capital stock. 
It came so easily that it should have 
made them suspicious and probably 
would have made them suspicious ex- 
cept for the fact that their wealth 
made them regard the whole world as 
their football and failure something 
that only came to lesser and slower 
minds. 


The Reid-Moore Side 


Right here let us be fair. Let us set 
down in print their side of the case, 
which has never been done before. The 
chief members of the syndicate which 
acquired control of Rock Island were 
Judge William H. Moore, his brother 
J..H. Moore, Daniel G. Reid, and Will- 
iam B. Leeds. I have it on the best of 
authority that in buying the old Rock 
Island, instead of a fine, sturdy, rail- 
road well built and well equipped they 
found they acquired a shell of a railroad, 
a husk of a transportation line, in short 
what is called in good, old-fashioned 
slang a “lemon.” Inexperienced in 
railroading they were . “landed”—at 
$140 a share—as neatly as any coun- 
try bumpkin coming to Broadway for 
the first time is deprived of his wallet. 
The great steel magnates had bitten into 
a nice, round, juicy financial apple and 
found it rotten to the core. 

None of them made money, at least 
on their original stock purchases. Of the 
four William B. Leeds came out more 
nearly with a whole skin, but that was 
due to circumstances over which he had 
no control. In short, he died, and as his 
securities had to be sdld under the 
laws governing the settlement of es- 
tates, he managed to escape without 
loss. The losses of the chief member of 
the syndicate are placed at upwards of 
$4,000,000 and without question the 
other members of the syndicate lost pro- 
portionately. 

Which, if true, explains why they 
have maintained such a consistent pub- 
lic silence on the Rock Island deal, 
notwithstanding that they have been 
called almost every vituperative name 
in the English language. Human psy- 
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chology is such that some persons 
prefer to be calied knaves rather than 
fools. 

The explanation as to why the Rock 
Island was a railroad “lemon” is al- 
leged to have been due to the fact that 
it was, not overcapitalized but under- 
developed. Built at times hastily, and 
at times through undeveloped terri- 
tory, in some instances, as one former 
Rock Island employee expresses it, 
“the tracks were run right out on the 
prairie.” With the comparatively 
light trackage which the light rolling 
stock of those days could get along 
with, the old Rock Island did well 
enough, but a new order of things was 
coming in, heavier locomotives, heavier 
cars, 90 Ib. steel rails and the like, and 
the whole road was in need of revamp- 
ing. There are those who maintain 
that Rock Island’s day of reckoning 
was inevitable no matter who stood at 
the head of its affairs, while others 
maintain that good management and 
the right sort of financial leadership 
would have enabled the property to 
pull through a period of readjustment 
with flying colors. But the doomed 
Rock Island was destined to receive 
neither. It is significant, in respect 
to the claims of the latter group, to 
note that E. P. Ripley, president of 
the Atchison, Topeka & Santa Fe, was 
offered at about the same time. the 
presidency of both the Rock Island 
and the Atchison. He chose the lat- 
ter, for although on the surface the 
Rock Island seemed the better prop- 
erty. he selected the Atchison because 
he foresaw how its coming financial 
requirements could be met. Today the 
Atchison is called the “Pennsylvania 
of the West,” while Rock Island lies 
in the dust with none so poor as to do 
it reverence. 


That Ill-Fated “Pyramid” 


Just how soon the Reid-Moore 
“crowd” came to the realization that 
they had plucked a lemon in the 
gardening of railroading is not a mat- 
ter of record. Being shrewd men, al- 
though not versed in railroading, it 
doubtless was not long. And here is 


where the element of bad faith enters 
in. As the controlling interest they 
were trustees not only of their own 
investments, but the investment of 
other stock and bondholders as well. To 
make their original “investment” good 
there was but one course open, which, 
in the long run would protect their in- 
terests and the interests of their fel- 
low stockholders. Dividends should 
have been suspended, expenses cut and 
every available dollar put into the 
upbuilding of the property. The proc- 
ess would hurt, but the patient 
would have emerged in better health 
than for years. But instead of 
reducing the dividend rate it was 
increased—from 5 per cent. in 1902 to 
7% per cent. in 1903 and 8% per cent. 
in 1904. Until the inevitable collapse 
in 1914 and for even the first half of 
that year, the doomed road continued 
to pay at the rate of 5 per cent. per 
annum. Blood transfusion was what 
the patient needed and phlebotomy 
was what it got. 


In addition to immediate returns on 
their “investment” the controlling in- 
terests behind the property saw the 
necessity of putting their holdings into 
such shape that they could be more read- 
ily sold if occasion should require.~ And 
here is where the Rock Island financial 
“pyramid” came into existence, that in- 
iquitous and weird financial structure 
whose collapse brought the whole house 
of Rock Island crashing to earth. 


The essential idea of the “holding 
company” is to eat your cake and have 
it. The interests behind Rock Island 
conceived that it would be a splendid 
idea to get back all, or at least a major 
part of their original outlay, and still 
control the railroad. Let me reduce 
the holding company idea to a simple 
formula. 

A company, for example, is capital- 
ized at $100,000, which is divided into 
1,000 shares with a par of $100 per share. 
On its shares it earns, say 10 per cent. 
or $10 per annum. Mr. High Finan- 
cier buys 501 shares or a controlling 
interest at $100 a share or a total cost 
of $50,100. His problem now is—how 
to get back his money or enough to 
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reduce the cost per share of his invest- 
ment materially, without losing con- 
trol of the property. If he sells all or 
any part of his 501 shares he has lost 
the theoretical control and may lose 
the actual control. What can he do? 

Out of the thinnest of air Mr. High 
Financier constructs the Holding Com- 
pany. It has $50,100 in 4 per cent. 
bonds, which are secured by his orig- 


inal 501 shares of stock and in addition 


501 shares of stock which Mr. High 
Financier pockets along with the 
bonds in exchange for his 501 shares 
of stock. The Holding Company’s only 
income is the dividends paid by the 
original 501 shares of stock of which 
5 per cent. goes to the bonds to meet 
their interest charges, leaving 5 per 
cent. for the stock of the Holding 
Company. Now, if Mr. High Fin- 
ancier “forces” dividends so that the 
Holding Company stock pays high 
enough dividends to make this issue 
look like an attractive investment se- 
curity, he may be able to sell all or 
enough of it to the public at prices high 
enough to either entirely recoup him on 
his original outlay or at least greatly 
reducing the original cost, at the same 
time holding the bonds and through 
them the control of the property. 

This in a rough way is what hap- 
ened in the case of Rock Island. The 
ock Island Railroad Company was 
organized in Iowa in 1902 with a mod- 
est capitalization of $145,000,000 stock 
(the Railway Company had approxi- 
mately $75,000,000 stock), $7,500,000 
5 per cent. bonds due 1917 and $71,353,- 
000 collateral trust 4 per cent. bonds. The 
collateral bonds were secured by an equal 
amount of the stock of the Railway 
Company par for par, and the $145,- 
000,000 capital stock of the Railroad 
Company was also to go to the bond- 
holders. Thus, as the syndicate held 
approximately one-third of the stock 
of the Railway Company, they would 
receive in addition to 4 per ‘cent. col- 
lateral bonds to the extent of their 
holdings, approximately $48,000,000 
par value of the Rock Island Company 
stock. If they could have sold this 
stock at $70 per share in the open mar- 
ket they would have been reimbursed 


for the original outlay and would still 
hold control of the Railway Company. 


The Second Holding Company 


As a matter of fact the stock of the 
Rock Island Railroad Company was 
never distributed to the Railway Com- 
pany stockholders. The reason why it 
was not is due to the fact that the legal 
talent who guided the syndicate in their 
operations, conceived that it was neces- 
sary to construct another stage to the 
Rock Island pyramid. Why this piling 
of Ossaa on Pelion was necessary is not 
quite clear—perhaps the answer may be 
found in some legal obstacle or twist 
not visible to simple layman eyes. 
At all events a second holding com- 
pany was constructed in the shape 
of the Rock Island Company. This 
crowning piece of financial architec- 
ture had $90,888,202 common stock 
and $49,947,450 preferred stock. It ac- 
uired the entire capital stock of the 

ailroad or first holding company, and 
gave to the Rock Island Railway 
stockholders for each $100 par value 
of stock owned, $100 par value of Rock 
Island Company common stock and $70 
par value of preferred stock. So that 
the happy possessor of $100 par value 
of the original Rock Island Railway 
Company stock, received $100 par value 
of 4 per cent. bonds, $100 par value of 
Rock Island Company common stock 
and $70 par value of Rock Island Com- 
pany preferred stock. In short, par 
values totaling $270 in exchange for 
each $100 par value originally held. 

It was through the second holding 
company that the distribution process 
was to take place. 

In the next installment of this ar- 
ticle I will show what happened to the 
Rock Island Pyramid and why this 
cleverly conceived scheme of high fin- 
ance failed. Mr. Nathan L. Amster, 
who took up the cudgels in behalf of 
the 4 per cent. collateral trust bond- 
holders will tell in his own words the 
story of his successful fight against 
the big interests who controlled Rock 
Island’s affairs and what his opinion is 
of the future of the property in the 
light of recent developments. 

(To be continued) 
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Leading Opinions 


About Financial, Investment and Business Conditions 





“Billion Waiting 
For Gov’t”—T. W. Lamont 


Thomas W. Lamont, a member of the 
firm of J. P. Morgan & Co., in an ad- 
dress delivered at Chicago before invest- 
ment bankers of the Middle West on 
“America Financially Prepared,” re- 
viewed financial conditions in this coun- 
try. He said in part: 


“Of America’s exports for 1916, totaling 
almost $5,000,000,000, approximately $4, 
000,000, were sold to England, France, Rus- 
sia and their possessions. In the two years 
previous these same countries purchased 
from America $3,500,000,000 of goods, mak- 
ing total purchases for the three years of 
approximately $7,500,000,000. 

“In the same period we have granted 
credit to these countries of something less 
than $2,000,000,000. These figures show how 
the trade of these countries has been of 
enormous value to America and would more 
than warrant extension of continued credit, 
even if the Entente nations had not been 
fighting our battles for us, as I believe 
they have, even if we were not about to 
cast our lot in with them. 

“It may take some time for America to 
assist actively in a military way, but in 
financial measures she can render assistance 
this very moment. If the Treasurer should 
decide to issue a Government obligation to- 
morrow for a billion dollars, the whole sum 
Ww ould be waiting for it. 

“Fortunately, in a financial way, our 
country is in a state of complete prepared- 
ness. There is no sign of panic and no 
possibility of one. The community has 
passed through ali the apprehension of im- 
pending war without a tremor. 

‘As a solid and unshakable basis we have 
an enormous stock of gold. Those same 
Allied nations that have in the last three 
years bought from America nearly $7,500,- 

000,000 of our foodstuffs, raw materials and 
manufactured goods, have in the same period 
shipped us in gold over $1,200 ,000,000 
bringing America’s stock of the precious 
metal up to a figure unprecedented for any 
country, namely, $3,150,000,000.” 


“Congress Must 
Control R.Rs.”—R. S. Lovett 





Responsibility for the maintenance and 
development of the railroad transporta- 
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tion system of the country was put 
squarely before Congress by Judge 
Robert S. Lovett of the Union Paeific, 
when he continued his testimony before 
the joint Congressional committee inves- 
tigating the problem. 


“The time is coming,” predicted Judge 
Lovett, “when Congress will have to take 
control of the regulation of the railroads 
and conduct them in the interest of all the 





—New York World. 
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people. The roads cannot endure indefin- 
itely the distracting, disorganizing and de- 
moralizing effect of regulation by a number 
of States.” 

Judge Lovett also emphasized the respon- 
sibility of Congress in the light of the de- 
cision of the Supreme Court on the eight- 
hour law. He spoke at length of the “prac- 
tical legality that has been accorded con- 
spiracies to tie up and suspend operations 
of all the railroads of the country by strikes 
and violence,” and said that “one of the 
plainest duties of the national Government, 
not merely to the railroads but to the whole 
people, is to provide a means for settling 
disputes between the railroads and the train- 
men likely to lead to such strikes.” 
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Stock Market 
In War Times 


In order to arrive at some hint as to 
the course of prices on the New York 
Stock Exchange, should actual war 
occur between this country and Ger- 
many, a writer in the New York Times 
Annalist has presented a compilation of 
data as to what the effects were in 1898 
when we were at war with Spain. He 
has compiled averages for each month of 
high and low prices of fifty stocks which 
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were active in 1898. They show first 
that in these fifty stocks there was a fall 
of about 10 points from the high of 
January to the low that came with the 
break on news of the sinking of the 
Maine; secondly, that upon the declar- 
ation of war they did not stay within 4 
points of the low of March, and thirdly, 
that by December they were 10 points 
higher than they were in January and 20 
points higher than they were at the low 
of March. By classes of stocks, the 
fluctuations were as follows: 


Twenty-Five Railroads 
Lowin Lowin 
March May 
50.49 53.48 

Eleven Public Utilities 
83.68 89.12 


High in 


High in 
December 
60.94 


January 
59.63 


97.22 117.04 


Fourteen Industrials 
56.14 40.36 51.67 74.40 
Fifty Stocks Combined 
66.92 56.55 60.81 77.04 


In another table the writer gives the aver- 
age by months in 1898 of prices for these 
stocks, both high and low, as follows: 


1898 


PENT ck acwnesvests 
October 

November 

December 


On turning to the course of the market 
for the present year, he finds that as repre- 
sented by the average for fifty stocks, it so 
far has been analogous to that of 1898. From 
the January high of 90.40, the average on 
February 3, two days after the German Am- 
bassador was dismissed and diplomatic rela- 
tions with his government broken off by 
the United States, had fallen to 77.24. Since 
that time, “with war almost in view,” there 
has been a gradual recovery in prices, 
amounting on March 9 to 10.46 points for 
the industrials and to 1.98 for the railroads, 
or to 12.44 for industrials and rails com- 
bined. The range he gives was as follows: 

High 
March 9 

74.32 


Railroads 


Low. .72.34 Feb. 3 
ndustrials 
Low. .82.14 Feb. 3 


High. .81.22 Jan. 2 

High. .91.27 Jan. 6 92.60 
ombined 

High. .90.46 Jan. 4 Low. .77.24 Feb. 3 83.26 


Provided the precedent established in 1898 
were to be followed in 1917, the price 
level, in case of actual war, might be ex- 
pected to fall back to the combined low of 
77.24 of February 3, and from that point to 
move steadily upward to a new high, as was 
done in the year of the war with Spain. The 
writer ventures no prediction as to whether 
or not the analogy is to be continuous. 
Only time and the ticker-tape can teil that. 


Wage Decision 
Cost R.R. $60,000,000 


The net effect of the agreement 
reached between the National Confer- 
ence Committee of the railways and the 
leaders of the railroad brotherhoods is to 
increase the wages of 400,000 employes 
approximately $60,000,000 a year, ac- 
cording to an official of the managers’ 
committee who has been in touch with 
negotiations since their inception about 
one year ago. 
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“The eight-hour day forms the basis of 
wages rather than the basis of work. The 
terminals constructed by the railroad sys- 
tems are so situated that the running time 
of trains cannot be reduced materially with- 
out decreasing the*size of the trains to such 
an extent that efficient management would 
be impaired, and operating employees will 
accordingly work about as long as before 
the agreement was signed. 

“The only employees affected by the inter- 
pretation of the Adamson law reached Sun- 
day night, are those-engaged in freight and 
yard service. The passenger men, with the 
exception of a few on suburban trains, will 
experience no change. 

“It was pointed out recently that, while 
the labor unions have apparently obtained 
a substantial increase in wages, this is near- 
ly nullified by the advance in the cost of 
living and the resulting decrease in the value 
of the dollar. The purchasing power of the 
compensation received by the brotherhood 
members has been brought up to approxi- 
mately the point prevailing before the war 
in Europe forced up the price of all com- 
modities here.” 


4,000 Airplanes 
By 1919 


Arrangements for speeding up the 
plans of the Government for aerial pre- 
paredness were discussed at a recent 
conference at Washington between rep- 
resentatives of the aircraft manufactur- 
ers of the country and the executive 
committee of the National Advisory 
Committee for Aeronautics. 


In an address to those representinng the 
Government and the industry attending the 
conference, which was held behind closed 
doors, Dr. Charles D. Walcott, director of 
the SmithSonian Institution and chairman 
of the National Advisory Committee, after 
reviewing the work done by the army, the 
navy, and the aircraft industry in the last 
year, said that the country had’ scarcely 
made a beginning toward real aerial pre- 
paredness. 

Dr. Walcott asserted that the annual re- 
quirements of airplanes for the army and 
navy would be 2,000 airplanes and 2,000 mili- 
tary and naval aviators, and that 2,000 addi- 
tional machines and 400 aviators would be 
needed for training pilots. The industry in 
its present state, he said, was unable to 
meet the country’s requirements without 
great expansion. 

The principal development of the meeting 
was the appointment of a special com- 
mittee of seven to arrange details for speed- 
ing up production of aircraft and the tem- 
porary standardization of types required. 
Chis committee will consist of four mem- 
bers of the National Advisory Committee 
for Aeronautics and three representatives 


of the Aircraft Manufacturers’ Association. 
Their names are withheld for the present. 


“Danger of Over- 
Expansion”—R. B. Cox 
Declaring that there would be danger 
of over expansion in business here in the 
not far distant future, Raymond B. Cox, 
vice president of the Webster-Atlas Na- 
tional Bank of Boston, told those assem- 
bled at the meeting called to discuss 
trade acceptances, which was held under 
the auspices of the National Association 
of Credit Men at the Hotel Astor, N. Y., 
that the problem facing them was how to 





Judge. 


ONE BORN EVERY MINUTE. 





meet and control the situation which 
must be confronted. 


He declared that business men generally 
should work along the same lines and that 
in studying the problems before them the 
dishonest business man should not be taken 
into consideration as he was always in 
existence. 


War Finance 
Com. Needed 


A committee of bankers should be ap- 
pointed by President Wilson or by the 
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Secretary of the Treasury to advise the 
Government in formulating plans for 
financing war with Germany, New York 
bankers say, according to the Times. 


They called attention to the fact that the 
United States undoubtedly would be obliged 
to float large bond issues and make other 
financial arrangements which would require 
the highest talent, and that under the cir- 
cumstances it was no more than reasonable 
that the country should have the benefit of 
the counsel of the ablest bankers. 

It was pointed out that, while the Ad- 
visory Commission of the Council of Na- 
tional Defense numbered among its mem- 
bers a railroad official, a business man and 
representatives of labor unions, not a single 
banker appeared on the list. 


Delafield Sees 
Industrial Boom. 


Richard Delafield, president of the Na- 
tional Park Bank of New York, is opti- 
mistic regarding the immediate indus- 
trial future of the country. 

“Americans,” he said, “have been eaten 
up with fear of what might happen to them. 
Everywhere, until recently, was nothing but 
timidity, and now that we are going ahead 
with a program of armament. we are all 
right. 

“Business will be fine because this coun- 
try is depleted of supplies. Go to the United 
States Steel Corporation or to a department 
store and you will find nothing in stock and 
the storekeepers can hardly buy anything. 
That is the reason business will be so good.” 


AMERICAN SECURITIES HELD ABROAD 


A new compilation of the amount of the American railroad stocks and bonds held abroad 
made by L. F. Loree shows that since January, 1915, we have repurchased securities of a par 
value of $1,518,590,878, of which $229,817,077 were brought back in the six months from July 
31, 1916, to Jan. 31, 1917. The following table shows both the par value and the market value 
of American railroad securities held abroad at the date of each of the reports made by Mr. Loree: 


Par Value 





Jan. 31, 1917 
$91,006,300 
4,645,100 
285,729,919 
8,475,650 
56,752,080 
57,776,380 
672,969,224 
7,449,833 
49,000 
958,000 


Class of Security 
Preferred Stock 
Second Preferred Stock 
Common Stock 
Notes 
Debenture Bonds 
Collateral Trust Bonds 
Mortgage Bonds 
Equipment Trust Bonds 
Car Trusts 
Receivers’ Certificates 


July 31, 1916 
$120,597,750 
4,858,650 
336,761,704 
9,070,955 
74,796,900 
85,166,470 
774,793,834 
7,788,300 
836,000 
958,000 


July 31, 1915 
$163,129,850 
5,608,850 
511,437,356 
24,632,292 
160,288,700 
180,590,850 
1,150,339,130 
25,253,201 
29,000 
2,201,000 


Jan. 31, 1915 
$204,394,400 
5,958,150 
573,880,393 
58,254,390 
187,508,310 
282,418,415 
1,371,156,851 
20,233,455 


998,000 





$1,185,811,486 
Market 


Class of Security 
Preferred Stock . 
Second Preferred Stock 
Common Stock 
Notes 
Debenture Bonds 
Collateral Trust Bonds 
Mortgage Bonds 
Equipment Trust Bonds 
Car Trusts 


$1,415,628,563 
Value 

Jan. 31, 1917 
$61,358,921 
1,724,583 
184,985,418 
7,966,437 
53,714,158 
51,600,785 
554,787,819 
7,397,984 
48,540 
958,000 


$2,223,510,229 


July 31, 1916 
$93,816,715 
6 


2,060,25 
234,154,103 
6,844,240 
69,858,284 
66,526,692 
628,183,797 
7,015,683 


681,320 
958,000 


$2,704,402,364 


July 31, 1915 
$117,863,393 
2,115,415 
342,225,958 
22,574,284 
141,444,593 
136,422,185 
962,081,613 





$924,542,646 $1,110,099,090 


Six Months Ended Jan. 31, 
Year Ended July 31, 1916 


Amount Brought Back from Abroad 

Par Value 
$229,817,077 
807,881,666 


1917 


$1,751,437,912 


Market Value 
$185,556,444 
641,338,822 


Six Months Ended July 31, 1915 480,982,135 


$1,518,590,878 


*388,562,000 
$1,215,457,266 


*Estimated; no market value for this period was computed by Mr. Loree. 

The amount has been further reduced since the date of this last report. 
these railroad stocks and bonds we have also taken back a large amount of industrial and 
other securities. 


In addition to 














LEADING OPINIONS 





Expert Financial 
Opinion 


Hayden, Stone & Co.—It will probably be- 
come the duty of the market shortly to ap- 
praise values on a war basis. We do not 
believe it will mean any drastic reduction 
in the value of American equities. Unfor- 
tunately, but perhaps necessarily, the first 
effect of war is to stimulate, to inflate. La- 
ter may, indeed must come, an inevitable 
reaction; but for the present there is no 
reason to look for any serious interruption 
to the normal course of industrial activity. 
It is not indeed impossible that the force of 
inflation will be such as to carry prices to 
a dangerous level. This is the danger that 
we must look out for, but for the time being 
the market does well to face the future 
calmly and put a constructive interpretation 
on the prospect that America will, at last, 
uphold its rights. 


Knauth, Nachod & Kuhne.—Notwith- 
standing the uncertainties which confront 
the nation, there are many reasons for tak- 
ing an optimistic view of the future. It is 
quite possible that the position of the great 
industrial corporations would be improved 
by the entrance of the United States into 
the European War, as the business of many 
of these companies would be largely in- 
creased by the distribution of government 
orders for army and navy supplies. The 
market has experienced the shock of possible 
peace and the shock of possible war, and 
has undergone severe liquidation, and it is 
possible that it would exhibit relative com- 
posure after the first shock of a declaration 
of war. 


Sheldon, Morgan & Co.—The recent ad- 
vance, with our country hovering on the 
brink of war, has given indication that our 
entrance into the arena as a belligerent 
would be regarded bullishly, for a time at 
least. This viewpoint has been based upon 
the huge expenditure of money among 
\merican industries which would be made 
necessary to fit us for preparation and par- 
ticipation. In well-informed quarters, the 
stocks of steel companies have been re- 
garded as good speculative purchases, and it 
is Our opinion that with war actually de- 
clared there should logically be a further 
advance in quoted values. 


Moore, Leonard & Lynch.—The railroads 
have asked for a 15% increase in freight 
rates. It is believed by those that have 
made a careful study of the situation that 
the Commission will give the roads a square 
deal. The roads have statistics that un- 
questionably justify an increase. In the 
meantime, many roads are in better condi- 
tion than ever before in their history. Their 
stocks, on the other hand, are, in most cases, 
selling considerably under prices they used 
to command in the past. Atchison, Southern 
Pacific, Union Pacific, Norfolk & Western 


and Southern Railway pfd. look attractive. 

Conservatively bullish is perhaps the best 
attitude to assume toward the market at the 
present time. Peace rumors are about and 
at any time they may become serious enough 
to cause selling of stocks and a decline in 
the market. Peace should not be consid- 
ered unequivocably bearish on stocks as 
most stocks are now really selling on a 
peace basis. Any unexpected news of peace, 
however, would be likely to cause some 
liquidation. 


First Nat. Bank of Boston.—While banks 
and trust companies are, generally speak- 
ing, still out of the bond market except 
for an occasional underwriting, the general 
tone is steadily improving under a very 
much better demand, and in consequence 
prices have moved slightly upwards. Tem- 
porarily, the railroad bond market, which 
has been showing considerable activity very 
recently, has halted, owing to the threat- 
ened strike. 


Thompson, Shonnard & Co.—It is to be 
regretted, in a way, that,the public did not 
act upon the expert advice to buy, given 
weeks ago when prices were materially 
lower than those now current, for many who 
had the means to take advantage of such 
advice have missed handsome profits. On 
the other hand, this very failure on the 
part of the stock market public to enter the 
market has so strengthened the general 
financial structure as to render it practically 
proof against the shock of war between this 
country and Germany. 

J. S. Bache & Co.—In a critical period 
like this, while investment buying may pro- 
ceed conservatively, the problem of the 
actual results that may be produced by the 
great forces at work is so impossible of 
accurate solution that speculation, unable 
to see far ahead, has its periods of doubt 
and hesitation, and reactions follow. Then 
these are dissipated for a time by reports 
from the business world, of remarkable 
earnings, of increasing orders for both war 
and peace stocks, and of ample credit to 
finance the great volume of trade. Money 
is easier for both long and short periods, 
especially sixty or ninety days. Due dates 
for the latter occur at the period of tax 
collection, and banks are willing enough to 
loan for that maturity, when some pressure 
and higher rates are probable. The new 
French loan of $100,000,000 is reported 
largely oversubscribed, which is not sur- 
prising considering its desirability. 

Renskorf, Lyon & Co.—Financial condi- 
tions throughout the country are in excel- 
lent shape and the resources of the banking 
interests are greater than ever before. These 
are conditions which have great bearing 
on the future trend of values, and when 
conditions have been adjusted and pre- 
pared to meet any serious situation in Wall 
Street, securities seldom have any decline of 
consequence. 























Money and Exchange 
Stability of Money Rates—Control of the Gold Supply— 


Italian Exchange 





HAT money should decline a‘frac- 
tion, to a basis of 4 to 4%% for 
prime six months commercial paper 

at New York, at the very moment when 
this country is, to all appearances, enter- 
ing the Great War in earnest, is really 
a remarkable evidence of the strength of 
our position. If we had been told in the 
war panic of 1914 that our money mar- 
ket, less than three years later, would be 
entering so merrily on a war with Ger- 
many, no one could have been made to 
believe it. 

The fact is that the days of wide 
changes in the rate for commercial paper 
or for time money, are over. Exceptional 
conditions in the speculative markets 
may force a higher rate for call money 
for a few days at a time, but the money 
market as a whole has been “stabilized” 
by a modern banking system, similar in 
its effects to the banking systems of Eu- 
ropean nations. 

A very important step toward the 
further stabilizing of the money rate is 
being taken through the steady accumu- 
lation of gold by the Federal Reserve 
banks. The total gold stock of the 
United States was nearly $3,000,000,000 
March 1, and of this a little more than 
half was held by the U. S. Treasury, 
the national banks, the Federal Reserve 
banks and Federal Reserve agents—that 
is, more than half of our total stock of 
gold is directly or indirectly under the 
control of the Federal Reserve Board. 

It is true that the gold reserves of 
national banks are not directly controlled 
by the Board, but the influence of the 
Board’s views with the banks is so strong 
that its general policy is practically cer- 
tain to be followed out by individual 
banks. To further consolidate the 
Board’s control of gold, the Administra- 
tion and the Treasury plan to amend the 
banking law so as to bring national bank 
reserves almost entirely into the reserve 
banks. This amendment failed to pass in 
the last session of Congress, but the pros- 
pect for its passing at the next session 


appears to be very good. 
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This control of gold will enable the 
Board to exercise a considerable degree 
of control over money rates. In the long 
run money rates must respond to general 
conditions just as they did before the 
Board was established, but it is the temp- 
orary fluctuations in the rate that have 
done the most harm in the past and over 
these the Board can have a great influ- 
ence. The note-issuing power of the 
Federal system is not far short of $1,- 
000,000,000 at the present time, hence 
any stringency in the money market 
would quickly be met by a supply of new 
currency which would absolutely pre- 
clude “tight” money. 

Toward preventing abnormally low 
money rates the Board can do some- 
thing, though it cannot act so effectively 
and promptly. Right now the steady ab- 
sorption of gold by the Federal system 
is operating to keep the money rate from 
going any lower. The Board desires an 
amendment to the law, which would per- 
mit it to raise reserve requirements when 
thought desirable. This would give it 
additional power to prevent money rates 
from getting too low, but it is uncertain 
whether such an amendment can be se- 
cured from Congress, since only the 
trained student of finance appreciates the 
fact that money can be too easy under 
any conditions. 

Changes in the foreign exchange mar- 
ket recently have been relatively slight. 
Efforts of Italy to check the decline in 
lire at New York have not been very suc- 
cessful. They recently sold at nearly 
35% discount from normal. The trouble 
is, of course, that Italy is under the ne- 
cessity of buying heavily from the United 
States and had very little to sell us. The 
big Italian issues of paper money are 
also an element. The currency of Italy, 
like that of Russia, Germany and Aus- 
tria, cannot be said to be on a parity with 
gold, while that of the United States is 
abundantly backed by gold—in fact, we 
have more gold than we really know how 
to use to advantage, except for the de- 
sirability of keeping bank reserves high. 









































Distillers Securities 


A Financial Stormy Petrel—Its Problem of Nation-Wide 
Prohibition—Has the Stock Discounted 


Unfavorable Conditions? 





By WILLIAM R. OLNEY 





EACE again reigns in the camp 
of the stockholders of the Dis- 
B tillers Securities Corporation. It 
was restored at the annual meet- 
ing held a few days ago. At least, there 
is every sign that it has been restored. 
The regular nominees for membership 
on the board of directors were unani- 
mously elected and the report covering 
the six months to December 31 last 
(fiscal year having been changed from 
July.1 to January 1) was approved by 
the stockholders. Alvin W. Krech, 
chairman of the board of directors, 
presided at the meeting and answered 
the many questions put by stockhold- 
ers. One of the points about which a 
good deal of interest was manifested 
and not a little obscurity, was clearly 
set forth by Mr. Krech when he stated 
that it was exceedingly difficult to 
place a valuation on the companies’ as- 
sets, as prohibition legislation would, 
of course, have an effect. He added, 
however, that as a going concern, the 
stock of the Distillers Securities Cor- 
poration, under the most adverse con- 
ditions, would liquidate at a value in 
excess of what it is selling at in the 
market at the present time. 


This answered an important ques- 
tion; one about which there has been 
a good deal of misunderstanding and 
some misrepresentation. The annual 
meeting, as was anticipated, was made 
a rather stormy affair by the attorney 
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for S. M. Rice, formerly president of 
the Distillers, company. There was a 
lively discussion over the sale of Dis- 
tilling Company of America stock, 
which appeared in the item of invest- 


STOCK PRICE RANGE 
DISTILLERS SECURITIES CORP. 


1307 1906 19091340 191 182 1913 1914 1395 1916 





ments on the balance sheet.of the Dis- 
tillers company. The item referred to, 
in the balance sheet as of December 
31, last, shows investments, at cost, of 
$2,467,457, an amount which compares 
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control in October, 1913, it has been its 
purpose not only to pay off the very 
burdensome and excessive indebtedness 
which amounted in bills payable to 
$10,880,349 on July 1, 1913 (on Janu- 
ary 1, 1917, bills payable amounted to 
$700,000), but to effect rigid changes in 
the policy and business methods that 
had been theretofore pursued by the 
prior management, and also to cut off, 
without impairing the company’s busi- 
ness and its earning capacity, all un- 
necessary charges and expenses. 

“The income of the Distillers Securi- 
ties Corporation is almost entirely de- 
rived from the dividends it receives on 
the stock it holds of The Distilling Com- 

S pany of America. Both Distillers Se- 


with $618,960 as of June 30, 1916. 
Much of this increase is represented 
by purchases of Distilling company 
stock, which company efforts are be- 
ing made to dissolve, along with other 
subsidiary properties, on the ground 
that their maintenance entails double 
taxation and other charges, while the 
companies themselves serve no pur- 
pose to which commercial or financial 
value attaches. 


Efforts to Economize 


A clear presentation of the facts in 
the situation which began with the ef- 

























TABLE I 









DISTILLERS SECURITIES’ DIVIDEND RECORD SINCE ORGANIZATION 
1917 1916 1915-14 1913 1912-8 1907 1906 1905-3 
*6% ree 1% 2% 5% % 4% % 4% 







*Steck placed on 6% div. basis May 17, 1916, and paid July 5, 1916. This rate was reduced 
to 2% at the directors’ meeting on March 22. 

















curities and Distilling Company of 
America are only holding companies. 
The revenue of the Distilling Company 
comes almost entirely from dividends 
it receives on the stocks it holds in 
underlying subsidiary companies. 

“Some ten years ago, while the pre- 
ceding management was in control, the 
Distilling company guaranteed the pay- 


forts to dissolve the Distilling com- 
pany, and one which was approved by 
the stockholders, was made in the latest 
report of the directors and is included 
herewith and runs, in part, as follows: 


“With due regard to the right of the 
stockholders to receive from time to 
time a portion of the net earnings in 




















TABLE II 








CAPITALIZATION OF THE SECURITIES CO. 
re ND I onc nas cdaceecccciacs pnccsseseseseseceses $12,768,627 
rr er CE, GB cc ceccccusatcsccesssncoscess 1,200,000 
I, I cacWieccwatebecctctccecesTuccedsscaswebecceuceses 31,435,681 






ea aati EE ee Mon wre dink nidisankinin ditiatbinhneiedads $45,404,308 








ment of the 7% dividends on the pre- 








the shape of dividends, the management 
considers it to be for the best interests 
of the company and its stockholders 
that the policy of purchasing bonds 
shall be pursued to the extent that the 
earnings and surplus will comfortably 
justify. By purchasing the bonds which 
from time to time have been selling at 
a substantial discount—and which bear 
5% interest—the company is effecting 
not only a great a in interest pay- 
ments, but 4 constantly decreasing the 
liabilities of the company, which are 
ea charge on the assets ahead of the 
stock. 
“Ever since the new management took 





ferred stocks of the U. S. Industrial 
Alcohol Co., and Cuba Distilling Co. 
The total amount of these preferred 
stocks now outstanding is $7,836,600, 
and the requisite 7% annual dividend 
thereon is $548,562. During all of these 
ten years, the U. S. Industrial Alcohol 
Co. and the Cuba Distilling Co. (now 
practically owned by U. S. Industrial 
Alcohol Co.) have always earned and 
promptly paid these dividends, and have 
accumulated a total surplus which on 
Jan. 1, 1917, amounted to $10,693,826. 
The net earnings of these two com- 
panies in 1916 were nearly nine times the 
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amount of the preferred stock dividend 
requirements for that year. 

“On Oct. 18, 1916, the date of its last 
annual meeting, this company owned 
substantially all of the capital stock of 
the Distilling company, and as owner of 
such stock, a resolution was wunani- 
mously adopted at the meeting recom- 
mending the dissolution of the Distil- 
ling company and subsidiary companies. 
Pursuant to that resolution steps were 
taken to dissolve the Distilling com- 
pany. All that remained to complete 
the dissolution proceedings was the fil- 
ing of the certificate of publication, as 
required under the laws of New Jersey. 

“Before that certificate could be filed, 
a few holders of the U. S. Industrial 
Alcohol Co. and the Cuba Distilling Co. 
preferred stock (bearing the guarantee 
of Distillers Securities Corp.) instituted 
proceedings in New Jersey to prevent 
the Distilling company from dissolving. 


The success or failure of the efforts 
to effect dissolution, therefore, rests 


pany will continue its policy. These 
bonds are selling currently on about a 
10 per cent income basis and ordinarily, 
any bond selling at such a level is not 
an investment in the real sense of the 
word. But there are certain factors in 
connection with this particular bond 
which have brought about the low sell- 
ing price but which raises the question 
at the same time of whether the bond 
is really not an attractive speculation. 
The steadily growing sentiment in 
favor of prohibition, of course, as 
steadily diminishes the field for the 
products of the company, but only 
about 40 per cent of the company’s 
products constitute alcoholic bever- 
ages. The remainder of its products 
has been denatured alcohol and this, 
in thé last two years, has made up the 
bulk of the company’s net earnings. 








TABLE II 
SHOWING CURRENT ASSETS, CASH AND NET WORKING CAPITAL AS OF JUNE 30 


*As of December 31. 


Cash 
$1,035,867 
98 


2,203,1 


1,249,176 








with the decision of the reviewing 
court, but stockholders, from their 
attitude as displayed at the annual 
meeting, are apparently hopeful that 
the court’s decision will be favorable 
and that the present Distillers Securi- 
ties Corporation will ultimately lose 
its identity as a holding company and 
become an owning and operating com- 
pany. Certainly, no impairment of the 
— earning capacity would re- 
sult. 


Value of Distillers 5s 


The policy which the company has 
adopted of reducing steadily the 
amount of its outstanding 5 per cent 
collateral trust 25-year convertible 
gold bonds, which are due in 1927, 
appears to be a reasonable one, and it 
is equally reasonable that the com- 


It is interesting to note that, rough- 
ly, $12,800,000 of bonds outstand- 
ing as of December 31, last, are ac- 
corded a market value of about $8,- 
830,000. This is actually only about 
two-thirds of the company’s indicated 
net working capital. In other words, 
the bonds are selling for about 68 cents 
on the dollar of net quick assets and 
without regard to the 100 or more 
plants and their equipment which the 
company owns. On such a basis, surely 
these bonds, at current prices, appear 
to be a most attractive speculation. 


Nation-Wide Prohibition? 


Several tables will be found here- 
with. One of these shows the rela- 
tion of bond interest to net profits 
since 1910. As the company does not 
follow the practice of issuing interim 
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reports, barring the six months’ state- 
ment just published in connection with 
the change in the fiscal year, a com- 
parison of that six months’ statement 
with corresponding preceding periods 
may not be made. But its relation to 
the full operating periods is clear and 
speaks for itself, as shown in another 
tabulation. 

To a very considerable extent, the 
prospects of the Distillers Securities 
Corporation are bound up with prohibi- 





made nation-wide, the plants of the 
Distillers Securities Corporation, it is 
said, could be converted, at small cost, 
from grain distilleries into molasses dis- 
tilleries, for the manufacture of de- 
natured alcohol. With molasses sell- 


ing at 7 cents a gallon and grain at 60 
cents a bushel, the advantage, it is 
pointed out, is with the company. 
Position of Stock 
Making allowance for a_ possibly 
in these 


slight fantastical element 








TABLE IV 


SHOWING RELATION OF BOND INTEREST TO NET PROFITS 





Net Profits Interest Year’s Surplus 

$4,119,204 $792,110 $2,842,546 
2,223,794 792,922 1,407,741 
1,494,766 792,902 666,733 
1,152,663 793,096 6,398 
1,320,228 793,046 *160,593 
1,750,417 792,793 269,726 


791,647 91,549 











President Kessler says that it was 


tion. 
expected in the trade that many states 
which are now “dry” might go “wet” 
next fall, if the provisions of the “Bone- 
Dry Law,” which becomes effective July 
1, next, is strictly enforced. At the pres- 
ent time, there are 22 “dry” states and 37 












calculations, it would appear the Dis- 
tilleries Securities stock 1s selling at a 
price which rather heavily discounts 
the outlook for the company. The no- 
tion of nation-wide prohibition is not 
easily absorbed. The prospects that 
the New Jersey court of review will 








TABLE V 


SKELETONIZED INCOME ACCOUNTS OF THE SECURITIES CO. 


+1916—6 mos. *1916 *1915 
AID, onc cneddvikcsadeecesesceceeseuers $2,159,915 $4,806,755 $3,143,843 
Febawent, THUG, bs cccscccccccvcscccccscceces 163,872 287,653 625,573 
Add’n and Improvements...............++--- 321,362 399,898 294,476 
RE INE, 5656.5 San dd0btenesscsnee ceowsss 350,088 792,110 792,922 
SE NUE 6 od 0ss estate cascctccdsvtectsceees 1,324,593 3,327,094 1,430,873 
IE hdc cvcadessttecebevcssdastedecons 925,511 23,131 
PIII. “0.5.6 cescccecncedecicesccsequegecceces 399, 2,842,546 1,407,742 
TED avons Gecececsnsoesecebausecece 8,490, 5,648,300 4,240,558 
ee ae ie SIDS ue e0004-00008sseeecedabgeess 8,889,928 8,490,486 5,648,300 


+Six Months to December 31. 


*Years Ended June 30. 











states must go “dry” to get the necessary 
number of votes for a constitutional 
amendment for national prohibition. 
Mr. Kessler pointed out that it would 
be a difficult thing for prohibitionists 
to win in the remaining “wet” states 
as these are the big industrial centres. 
But even if prohibition should be 








reverse the lower court and thus re- 
move the obstacle in the way of dis- 
solution of many useless organizations 
are said to be favorable and, if dissolu- 
tion is permitted, there is every pros- 
pect that the present company with 
all of its subsidiaries will be welded 
into a single effective organization. 


































The Future of the Railroads 


Is the Turn at Hand in This Over-Regulated IndustryP— 
Will Public Sentiment and Railroad Necessity Mean 
Better Treatment for the RoadsP—Their Securities 
Have Discounted Unfavorable Conditions 





By THEODORE PRINCE 





(In this discussion of the vital railroad question Mr. Prince advances the theory that inas- 


much as railroad 


securities have more than discounted unfavorable conditions in the 


rta- 


tion industry and as there are distinct evidences that public sentiment is veering in favor of the 
roads, that Failroad securities of the better sort are very much on the bargain counter at the 
present time. We print his observations as an interesting contribution to one side of a moot 


question.—Editor.) 


MONG the momentous questions 
A awaiting solution is the problem 
of the railroads. The fact that 

the attitude of the public and the gov- 
ernment indicates doubt as to the justice 
of the present regulations concerning 
steam transportation in this country, is 
evidence that the industry has been over- 
regulated. After the railroads abused 
their power during some thirty or forty 
years, it was but natural that it would 
take ten years or more for a fair recog- 





TABLE I 


COMPARISON OF DOW JONES’ RAILROAD 
AVERAGES 

LOW HIGH 

Oct. 14, 1903. 89.36 Dec. 11, 1906. 137.56 

Nov. 22, 1907. 8141 Aug. 14, 1909. 134.46 

July 30, 1914. 8941 Oct. 4, 1916. 112.28 


Averages, March 22, 1917... 97.85 


It appears that the present average prices of 
railroad securities are considerably below the 
average of the last ten years and in fact are 
only a little over eight points above the panic 
prices of 1903. It must be remembered that 
during this period the industrial and economic 
wealth of this country has increased tremen- 
dously and railroad building has been at a 
minimum. In fact, the miles of road that have 
been built up the last three years is not so 
much as the average year of the last twenty 
years from 1894. 





nition of the relative rights of the public, 
government, railroads and stockholders. 
It has taken much longer than that to 
reach a practical conclusion with regard 
to industrial combinations. The Sher- 
man Anti-Trust Law still remains the 
sphinx of industrial progress. It is not 
desirable to view statistically the present 


railroad situation, as the mass of figures 
is overwhelming. This opinon, there- 
fore, will be confined rather to a general 
resumé and what has been accomplished 
and what appears in view affecting the 
future of the railroads. 


Commission Regulation 


While the Interstate Commerce Com- 
mission has formulated rules which have 
benefited the railroads directly, and a 
uniform system of accounting, which 
with other laws has given to railroad 
securities a certain stability which here- 
tofore they lacked, it nevertheless has 
exercised a strong tendency to cut down 
the surplus earnings without which rail- 
road transportation cannot long prosper. 
The fact remains, that with the higher 
cost of materials, taxes, onerous and 
changing laws of the many states, no 
substantial and permanent gain in the 
earnings of the railroads has been per- 
mitted, despite the high peak of prosper- 
ity that the country enjoys. The situ- 
ation fails to induce investors to pur- 
chase railroad securities readily and thus 
afford the railroads the capital for a 
program of expansion which increased 
traffic and the growth of the company 
demands. It must not be forgotten, how- 
ever, that statistics indicate that the rail- 
roads as a class have gained greatly in 
operating efficiency, and despite de- 
creased freight charges, would have been 
easily able to put away substantial sur- 
pluses if it were not for the causes enu- 
merated above. There are but two points 
upon which the question of whether rail- 
road securities will once more become 
attractive to the public depends. 
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First—Have the conditions changed 
which have caused the unfair treatment 
of railroads? 

Secondly—Do the prices of railroad 
securities portend a change for the bet- 
ter—in short, have they fully discounted 
unfavorable conditions : 

Ever since the government assumed 
the regulation of public carriers it took 
for granted that the paramount matter 
was to secure the best service at the 
lowest cost to the public. The risks that 
were originally taken by capital in the 
construction of a railroad seemed to have 
been overlooked. No man puts money 
into an original investment, such as the 
building of the Union Pacific Railroad 
except with the hope that the surplus 
earnings will be his to pay for the haz- 
ards of the enterprise. The notable 
abuses of the railroads, however, ob- 
scured the rights of stockholders, and 
public and political opinion upheld the 
course of increasing regulation. 


A Changed Position 


During the past few years, however, 
the successful regulation of the railroads 
has made it clear to the country at large 
that these abuses were a matter of the 
past. In addition, labor, encouraged by 
the governmental pressure on railroads, 
came boldly to the front to demand its 
share of the pie which the government 
was dividing among the shippers. The 
great war has raised the standard of 
public justice, and in addition has made 
it clear that the railroads are as impor- 
tant a part of the natural defenses of a 
country as the fighting power. Besides 
this, the railroads have assumed an hum- 
ble attitude and have continued to de- 
velop their efficiency within the limits 
afforded them. They have by statements 
and discussions educated the public to 
an understanding of the vital needs of a 
railroad with respect to the necessity of 
surplus for credit and expansion. In other 
ways the public has learned to under- 
stand that the stability of railroad in- 
vestments, of savings institutions, life 
insurance companies, widows, orphans 
and thrifty inhabitants, to say nothing of 
the industrial prosperity, dependent upon 
the purchasing power of the roads, are 
all bound up in a common cause. 
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tFiscal Year Ends Dec. 31, no Estimate for 1917 Available. 


*Estimated from Six Months Returns. 

















THE FUTURE OF THE RAILROADS 











We find a general feeling represented 
in the country from the government 
down, that some reaction from the strict 
regulation of public carriers has become 
necessary. With $60,000,000, additional 
expenditures entailed by the Eight-Hour 
Law, and $130,000,000, additional fuel 
costs, an increase of freight rates seems 
justified. This is evidenced in a state- 
ment made by the President himself and 
by Secretary Lane. In a democracy 
the pendulum of public opinion swings 
as easily one way as the other, and 
after ten years of radical legislation, 
the facts now seem to warrant the 
conclusion that we are entering a 
situation where public opinion has al- 
ready turned and will continue to favor 
legislation in the interests of the carriers. 
It seems that we may expect in the near 
future constructive legislation that will 
place the railroads once more and for 
all time to come on such a basis that 
they may take their places profitably for 
themselves and for the public at large. 
It would appear that if the railroads 
were granted a substantial increase in 
rates and there should be Federal incor- 


poration permitting the railroads to es- 
cape from the conflicting and changing 
legislation of the various states through 
which they pass, together with authority 
lodged with the Interstate Commerce 
Commission to make provision for the 
representation and compensation to 
labor, that the future of the railroads 
would be emphatically assured. 
Circumstances seem to warrant the 
opinion that the present prices of rail- 
road securities represent a valuation even 
below that justified by the present un- 
favorable conditions. The railroads are 
too vital and basic an industry to permit 
of an attrition by governmental or politi- 
cal regulations. The change for the bet- 
ter would seem to be at hand, by which 
the railroads will be freed from the con- 
flicting regulations of forty-eight states 
and the omnipresent labor strike., A de- 
crease in the rising cost of transportation 
must take place or a substantial increase 
in rates. The immediate future promises 
fulfillment in these important matters 
and, therefore, the railroad stocks at pre- 
vailing prices appear attractive, particu- 
larly those that have been reorzanized 
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Note.—The Railroad and Industrial 


Digest, contain condensations of the latest news regarding the com 
are not to be considered official unless so stated. Neither THE MA 


Digest, Notes en Public Utilities, Oil Notes and Mining 


es mentioned. The items 
AZINE OF WALL STREET 


nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 


Market commitments should not be made without further corroboration.—Editor. 





RAILROADS 





Alabama Great Southern R. R.—Potter, 
Choate & Prentice are offering at 99 and 
interest $1,550,000 first consolidated mort- 
gage 5% bonds of this company. The bonds 
are part of an issue of $25,000,000, of which 
$4,312,000 are outstanding. 


Baltimore & Ohio R. R. Co.—Listed $2,- 
000,000 additional first mortgage 4% bonds, 
due 1948, making the total amount author- 
ized to be listed $82,000,000. 


Boston & Maine R. R.—The reorganiza- 
tion plan of the company provides for the 
formation of a new corporation and issue of 
$12,324,000 new stock to be sold for cash, 
$7,394,40Q of which first preferred and $4.- 
929,600 convertible preferred. Stockholders 
who do not subscribe or procure subscrip- 
tions will receive 70-100 share new common, 
and preferred stockholders will receive 
85-100 preferred. 


Buffalo, Rochester & Pittsburgh Ry. Co.— 
The New York Stock Exchange has received 
application to list $1,020,000 additional con- 
solidated mortgage bonds of this company, 
due May 1, 1957. 


Central Mississippi Valley Electric Prop- 
erties.—Reports a January gross of $26,328, 
as against $25,630 in 1916. For the 12 months 
gross is $295,591 and a surplus after charges 
of $71,802. 


Central Railroad of New Jersey.—Reports 
gross earnings for January of $2,826,524, 
against $2,813,631 in 1916 Surplus, after 
charges and taxes, $265,497, against $374,995 
last year. 

Chicago & Eastern Illinois—Company 
reports January gross $1,615,681 and net, 
after taxes, $278,836. 

Colorado & Southern Ry.—In addition to 
the dividend on the first preferred stock, 
this company has declared a dividend of 2% 
on the second preferred, payable April 2 to 
stock of record March 20. The last pre- 
vious dividend on the second preferred was 
2%. paid Oct. 1, 1913. 

Chicago, Burlington & Quincy R. R.— 
Company reports , aed gross $9,749,415, 
as against $8,926,718 in 1916, and net, after 
taxes, of $3,861,869. 

Chicago, Rock Island & Pacific Ry. Co.— 
Gross earnings in February suffered a slight 
relapse compared with 1915, after an in- 
crease of over $1,190,000 in January. Febru- 
ary gross, it is understood, was $5,948,475, 
as against $5,995,163 in February, 1916, a de- 
crease of $46, 


(890) 


In the first week of March gross increased 
$95,000 over the corresponding week in 1916. 


Detroit United Ry.—Has listed $2,500,000 
additional capital stock, making the total 
authorized to be listed $15,000,000. 


Delaware & Hudson Co.—The New York 
Second District Public Service Commission 
has received a petition from this company, 
under Section 55 of the Public Service Com- 
mission law, for authority to issue $4,000,000 
in 4% bonds, under its existing first and re- 
funding mortgage, dated May i, 1908. 


Erie Railroad.—Reports its January gross 
as $4,984,169, as against $5,119,712 in 
1916. The net after taxes is $156,816 and 
$1,018,994 last year. At_the office of J. P. 
Morgan & Co., March 19, 1917, it was stated 
that the $15,000,000 two-year 5% notes of 
this company had been oversubscribed and 
that the books had been closed. Subscribers 
will not receive the full amount for which 
they asked. 


International Mercantile Marine.—Notice 
has been given to holders of outstanding 
stock trust certificates for preferred stock 
of this company to present their certificates 
at the agency of the voting trustees, 51 New- 
ark street, Hoboken, N. J., to be exchanged 
for definite stock of the company. J. 
P. Morgan & Co., as agents for the 
voting trustees, will be prepared on April 
14, 1917, to distribute the dividend of 3% to 
holders of preferred stock issued in ex- 
change for stock trust certificates. 


Kansas City, Mexico & Orient Ry. of Tex. 
—The January gross of the company is 
stated as $110,417, as against $105,569 in 
1916. Net, after taxes, is $420, as against a 
deficit of $21,235 last year. 


Lehigh Valley R. R.—Has entered upon a 
period of intensive development. Plans for 
the year involve the expenditure of more 
than $5,000,000, which will make $11,000,000 
spent in 1916 and 1917 largely for terminal 
development and acquisition of heavier mo- 
tive power and equipment. 


Missouri Pacific—January gross for the 
system was $6,306,000, an increase of $1,364,- 
000, or 27.6% over January, 1916. Net was 
$2,037,000, an increase of $844,000, or 70.8%. 


New York, Chicago & St. Louis R. R.— 
The Ohio Utilities Commission granted au- 
thority to issue $3,800,000 414% trust certifi- 
cates, to sell at 95, proceeds to be used in 
buying new equipment. 
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New York, Ontario & Western Ry.— 
January gross in 1917 was $632,528, as 
against $684,156 in 1916, with net, after taxes, 
of $118,861, and $154,980 last year. 


Oregon Short Line R. R—The January 
gross is $2,154,791, as against $1,768,220 in 
1916. Net, after taxes, is $721,442, as against 
$654,387 the previous year. 


Pennsylvania R. R.—A resolution consent- 
ing to and authorizing an increase in the 
indebtedness of the company to the extent 
of $75,000,000 was adopted, as was also a 
resolution providing that a stock vote be 
taken on the matter at the annual election 
March 27. The company has placed orders 
for 68,332 tons of 100-and-130- pound rails 
for delivery in 1918 covering the require- 
ments of the system’s lines east and 
west of Pittsburgh. For 1917 delivery 
the system’s orders totalled 205,000 tons. 
The 1918 order is divided ‘as _ follows: 
Bethlehem Steel Corp., 19,133 tons; Cam- 
bria Steel Co. (Midvale), 15,033 tons; 
Lackawanna Steel Co., 4,100 tons; U. S. Steel 
Corp., 30,066 tons. This company has com- 
pleted plans for the erection of a five-mile 
cut-off at Tarentum, Pa., in the summer of 
1917. Two tracks are to be constructed, and 
the cost will approximate $500,000. 


Pere Marquette R. R.—This company’s 
property was sold at auction for $10,130,000 
under the foreclosure of the consolidated 4% 
mortgage to representatives of the reor- 
ganization committee. 


San Antonio & Aransas Pass Ry.—Janu- 
ary gross was $300,893, and $264,579 in 1916. 
A deficit, after taxes, of $25,826, compares 
with $34,743 last year. The company has 
purchased a tract of land adjacent to San 
Antonio on which it will build new termi- 
nals, including shops and roundhouses. The 
improvements will cost about $1,000,000. 


Southern Ry.—Every frame trestle on the 
228 miles of this company’s line will be 
replaced by permanent structures of steel 


and concrete when the work of strengthen- 
ing this line, which has been in progress 
for several months, is completed. No action 
has been taken on the question of preferred 
dividends. Inasmuch as no action has been 
taken at this time, it is hardly likely that the 
5% dividend on Southern Railway’s pre- 
— stock will be restored:in the spring of 


St. Louis Southwestern Ry.—The com- 
pany reports their January gross for the sys- 
tem as $1,398,950, against $981,597 in 1916, 
and a surplus, after charges, of $346,042. 


Southern Pacific—J. P. Blair, general 
counsel for this company, has issued the 
following statement: “This suit of the 
United States against the Southern Pacific 
Co. and the Central Pacific Railway Co. to 
divorce the Central Pacific from the South- 
ern Pacific was decided in favor of the de- 
fendants.” 


United Railroads of San Francisco.—A 
new plan has been prepared for submission 
to holders of the 4% bonds of this company. 
Temporarily the listing of the certificates 
was postponed. 


Western Maryland Ry.—Has listed $17,- 
760,400 first preferred stock, $9,999,000 sec- 
ond preferred stock and $49,429,100 common 
stock, to be admitted prior to Jan. 1, 1918. 
The company’s earnings for the year end- 
ed Dec. 31, 1916, before reorganization, as 
filed with the New York Stock Exchange, 
shows operating revenues of $11,967,982, as 
against $8,683,459 in 1915, and surplus, after 
charges, of $1,319,059, against a deficit of 
$907,905 in 1915. 


Western Pacific R. R—The company’s 
January gross equals $585,372, against $437,- 
249 in 1916, with net, after taxes, of $162,852. 
The California Railroad Commission has 
authorized this company to acquire 1,201,000 
shares of a par value of $1 each of the capi- 
tal stock of the Tidewater Southern Ry. Co. 








INDUSTRIALS 





Acme Tea—Sales for the four weeks 
ended March 3, 1917, were $1,894,744, as 
compared with $1,384,381 for the correspond- 
ing period of 1916, an increase of $510,363, 
or about 36%. 


Allis-Chalmers Mfg.—The net profits of 
$600,000 in January and.February were at 
the rate of $9.50 a share on the common 
stock after deducting regular preferred divi- 
dends at the rate of 7% annually. Beginning 
in May, Allis-Chalmers will start to make 
deliveries on a basis of high-priced con- 
tracts, and net profits are expected to reach 
$500,000 a month, 


American Hide & Leather.—Earned in the 
quarter ended Sept. 30, 1916, only $110,000 
net- after making provision for its heavy 
sinking fund. In the quarter ended Dec. 
30 these earnings increased to $1,100,000, an 
increase of 1,000%. 


American Locomotive. — Has orders for 
600 engines for Europe on its books. These 
are for delivery up to April, 1918. 

American Malting.—Earnings for the first 
five months of its currént fiscal year, or from 
September to January, inclusive, were a little 
above the 4% dividend requirements on its 
$8,559,000 Ist pfd. stock for the full year. 




















THE MAGAZINE OF WALL STREET 





American Smelting—Is now earning at 
the rate of $40 annually for its common 
stock compared with actual earnings of over 
$30 in 1916. Last year the company pro- 
duced 789,438,000 pounds of copper. By the 
middle of this year the company will have a 
capacity for producing 1,300,000,000 pounds 
of copper annually and capacity for other 
metals will also be increased. Annual 
report shows a working capital of over 
$47,000,000, including metal stocks. Of 
the working capital $16,941,491 was cash and 

oans on Stock Exchange col- 
lateral. American Smelting is paying $6 a 
share on its common stock. 


American Steel Foundries.—1916 balance 
after bars xr of $3,718,975 is equal to 21.64% 
on the $17,184,000 capital stock, after sink- 
ing fund opto Balance sheet as of 
Dec. 31, 1916, shows a profit and loss surplus 
Ff $3,681, ,670, compared with $1,448,413 Dec. 


American Sugar Refining.—The report for 
the year ended Dec. 31, 1916, shows net earn- 
ings amounting to $13, 703, 443, compared 
with $6,184,720 in 1915, hence an increase of 
121%. The profit from operations alone in- 
creased from $2,991,465 to $9,756,379. 


American Tobacco.—Sales in January and 
February increased $2,200,000 over the same 
two months in 1916. The annual report for 
1916 probably will show in the neighborhood 
of 23% for the $40,242,400 common stock, as 
compared with 20% in 1915. Has filed with 
the Secretary of State of New Jersey a notice 
of a decrease in the preferred stock of $25,- 
989,400. This leaves the total preferred at 
$54,010,600. 


American Writing Paper.—In 1917 likely 
will produce a balance for the $12,000,000 
preferred, substantially better than the $2,- 
500,000 earned in 1916. January net profits 
were 110% greater than the previous year. 


Baldwin Locomotive Works.— Has re- 
ceived orders for 25 0-6-0 type and seven 
Pacific type for the Union Pacific R. R.; 
five 2-8-8-2 type for the Philadelphia & 
Reading, two 0-6-0 type for McKeesport 
Connecting R. R., three consolidated type 
for the Cuba Cane Sugar Corp., and one 
0-6-0 type for the Public Service Electric 
Corp. of Newark, N. J. 


Barrett Co.—Authorized an increase in the 
preferred stock from $5,000,000 to $12,500,- 
000, and the common from $15,000,000 to 

5,000,000. The report for the year ended 

ec. 31, 1916, shows gross earnings amount- 
ing to $9,547,604, an increase of $2,894,965 
over 1915. Profits applicable to the common 
stock were $3,914,608, equal to 32.1% on the 
$12,089,100 common stock issued, compared 
with 21.44% earned on $10,726,700 common 
stock in 1915. Preferred dividends totaling 
$333,249 were paid during the year. 





Bethlehem Steel Corp.—Reports for the 
your ended Dec. 31, 1916, an income of $61,- 

17,309, as against $24,821,408 in 1915, and a 
surplus after common dividends of $38,091,- 
808. This company’s 1916 balance after pre- 
ferred dividends of $42,550,408 is equal to 
283.30% on $14,862,000 common stock, com- 
pared with 112.49% earned in 1915. 


Burns Bros.—Authorized an increase in 
So semen stock from $7,500,000 to $12,- 


Chevrolet Motor.—President W. C. Du- 
rant announced that from January 1 to 
March 10 the company shipped 21,875 cars, 
against 10,068 cars ifr the corresponding 
period of 1916. He predicts that in 1917 the 
company will do over $80,000,000, compared 
with $33,000,000 last year. During 1916 there 
was an increase in assets of $73,722,087, of 
which $65,614,300 was due to the increase in 
the value of securities of subsidiary con- 
cerns, 


Distillers’ Securities Corp.—Net profit of 
$1,324,593 is equal to 4.10% earned in six 
months on $32,282,181 capital stock, com- 
pared with 10.58% earned in the fiscal year 
ended June 30, 1916, on $31,435,681 capital 
stock. Balance sheet of Dec. 31, 1916, shows 
a profit and loss surplus of $8,889,928, com- 
pared with $8,490,486 June 30, 1916. 


Eastern Steamship Corp—The master’s 
report of the sale of this company has been 
approved by Federal Judge Hale and author- 
ity given for the transfer of the property 
to the Eastern Steamship Lines, Inc. 


General Motors of New Jersey, the operat- 
ing company, has declared a quarterly divi- 
dend of 15% on its common and 3%% on 
its pfd. stock, payable May 1 to stock of 
record April 12. This establishes an annual 
dividend rate of 60% for the common stock. 


Goodrich (B. F.) Co.—Voted to retire an 
additional $900,000 of preferred stock. This 
leaves the authorized and issued preferred 
stock at $26,400,000 


International Paper Co.—Plan to refund 
its bonds into ‘a new general and first mort- 
gage 5% issue of $7,500,000, paying off out 
of current resources and out of surplus prof- 
its of 1917 over $7,000,000 of the bonds, was 
an assured success. More than the needed 
amount of the nearly $15,000,000 bonds out- 
standing assented to the plan. 


Jewel Tea Co.—Sales for the four weeks 
ended Feb. 24, 1917, were $1,208,887, com- 
pared with $837,219 for the same period of 
1916, an increase of $371,667, or 44.39%. 


Kresge (S. S.) Co.—Authorized the change 
in par value of the stock from $10 to $100. 
The dividend rate on the new common stock 
will be increased from 3% per annum to 4%. 




















RAILROAD AND INDUSTRIAL DIGEST 


893 





Lorillard (P.).—This company’s 1916 bal- 
ance after preferred dividends of $3,813,293 
is equal to 25.15% on $15,155,660 common 
stock, compared with 18.18% earned on the 
same stock in 1915. Balance sheet as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $5,642,004, compared with $4,426,031, 
Dec. 31, 1915. 

Lee Rubber & Tire Corp.—January output 
was 18,000 tires, February 26,000 and March 
production is at the rate of 30,000. 

Lackawanna Steel.—Report for year ended 

Dec. 31, 1916, shows gross sales and earn- 
ings of this and subsidiary companies as 
$53,970,836; net after taxes of $16,090,858, 
and total profits of $12,218,235. 
_ New York Shipbuilding Corp.—Is enlarg- 
ing its plant 50% to take care of the con- 
struction of the battleships Colorado and 
Washington, and has started work upon four 
standard 330-foot freighters, which it is 
building for its own account, and expects 
to have the vessels completed by the end 
of 1917. 

Otis Elevator.—Reports for year ended 
Dec. 31 last net earnings of $1,036,589, an 
increase of $300,920 over the preceding year. 
After deducting preferred dividends of $390,- 
000 and providing $50,000 for the pension 
fund the balance was equal to 9.36 per cent 
on $6,371,587 common stock, compared with 
5.42 per cent earned in 1915. 

Remington Typewriter Co—Earnings 
statement for year ended Dec. 31, 1916, 
shows a net of $2,015,946, as against $1,127,- 
667 in 1915 and a surplus after charges of 
$1,415,460, against $529,100 last year. After 
full dividend requirements, on the Ist and 
2d pfd. stock, this company’s 1916 balance, 
$736,079, is equal to 7.36% on the $9,996,000 
common stock outstanding. 

Sears, Roebuck & Co.—Application has 
been made to the New York Stock Ex- 
change to list an additional $15,000,000 of 
this company’s capital stock. 


Studebaker Corp.—Balance sheet as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $13,314,647, compared with $8,470,- 
952 Dec. 31, 1915. 


Submarine Boat Corp.—Announced a 
quarterly dividend of 75 cents per share, 
payable April 16 to stock of record March 
30. This is a reduction of 75 cents a share 
quarterly. 


United States Steel Corp.—Report for year 
ended Dec. 31, 1916, shows total business of 
$1,231,473,779, an increase of $504,754,190, or 
63%, over the total for 1915. The surplus is 
$201,835,584 for the year, which is above the 
net earnings for any previous year. Net 
earnings reached $342,997,092, or $202,747, 
026 over 1915. 


United Alloy Steel Corp.—New plant “B,” 
which has been under construction for the 
past year, is practically completed, thereby 
increasing the capacity of the company to 
about 700,000 tons per annum. 


Westinghouse Electric & Menuinoturing 
Co.—The unfilled orders on the books o 

this company, in its regular line electrical. 
business, totaled the record figure of $41,- 
000,000. This is entirely distinct from the 
company’s munition work. Westinghouse 
has practically emerged from its produc- 
tion of war munitions. The last of the 
shell contracts has been completely filled. 
This contract is for 400,000 large shells 
and is the only shell work the company 
has been handling since Jan. 1. 


Willys-Overland Co.—Based on the re- 
sults of the first quarter of the year, Willys- 
Overland should earn close to $10,000,000 for 
the first half of 1917, and allowing for the 
normal reduction of profits in the final six 
months, it should earn $18,000,000 for the 
full 12-month period. As common stock in- 
creases 5% April 2, 1917, by reason of the 
stock dividend, the balance for the full junior 
issue should be between $10 and $11 a share. 








The Increase of the Rails’ Revenues 


The railroads have little hope that they will be allowed an increase of 20 
per cent. in their freight rates, even with the tide of public sentiment running 
strongly in their favor as it is now, but they are more likely to get 10 per cent. 
than if they asked for only that amount. A 10 per cent. horizontal increase 


would mean a tremendous addition to gross revenues. 


The sum involved is 


many times the $50,000,000 which the recent settlement of the eight-hour day 
controversy will add to operating expenses, but not more than the increase in 
operating costs that has taken place since the last general rate increase was asked 


for. 


It is hard to think of any other important necessity which has increased 


by as little as 10 per cent. in price since the beginning of the war.—The 
Annalist. 4 ¥ 



























aon % pms fume an Sane ay elle 22 7st eSO i270 602 £¥8°0 z0°Z ces 9 WOOD "PIPWIS s891S 
“SpUeplalp b1jxq B91 Ll OSZ COLL vES BES SES 96EF OPE £68 OL pens * O1$ ‘seddoy quip 

‘sSaUIsng UOHIUNU wos; ZYOU2q [TIAA “wy @ m6 ge °"* StS ett sot. ee @ °°°°°****°ENs See oe 
*ssauisng psooes Zujog se7z 260s LS'OZ «LG'OL «892 «ZS «CEL «SOG «SCHOOL sh'S GT MOD “WaYyD “BY ‘my 

‘seoqsd 911) Uy souLBApY ys ee: es i ey a ns ) ee /  Midibeeedd | 

“spuasplalp B13xq es'7z Ip 869966) «=6OS «OSU «OSL OS'S LO’ OTT OTT tees ee saddoy tmErpy 

“aonsenb s0qe[ wo1sy Peseyns—sj9e81}U09 Aeaqns $2'¢z 9I zZe 00's SI's 916 L738 9f°6 89°6 00°0 0 edhe ‘dwy y Ayeay ‘sn 
"Pood A19A HOMO L16T 4103 s}i0day i ns Me | eee | 4 dM 
*s9q3ty Sjonposd 4103 sadj1d—39330q YOON «=EL ee Ch GEOL SSL GFF ESO BZE ITE ZhOL bls € “***** MOD “Way “seD-BFUIBIT,A 
“spUasplalp b1)xq i ef a be |) Se Mahi ee. 

*s0328nb yse] poo’ Os you s#ujuieg Yo gm (Me) me ey Gy ey Meee |) 
“spuUspIAIp b1jxy 0 OS'SZ BZ Sti‘ TL: «CBOE «CSO «CSB OEE «6OSZ0 CO" «LOL € | "OTS ‘4addop “uoD sey 

“£03814 S,Aueduios Ur ysadie] sdususey 90°82 901 $262 O89 IS9 LoL Zell OGOL 60°42 99 9 ‘******* MOD "Jay H “yYeWS ‘wy 
‘pood Aida ssouisny O88 SZi * ‘9F OOZI OGT 68 00'S OOF 007% 000 O *******mOD foYOoIy ‘pul *g “Qh 

"pazLs0yyNe YsvIIDUI 4201 SI'6Z OL OL'ZE GIIZ TeOL I9°ST ITIL 99IE “""* 9E9 £ *TTTT TTT * "MOD “OD B HassEg 

‘dn waye} onssy puog mau iy BS'62 09 SZ°4t O8'OL 816 6121 009 612 201 OOO O “********** "MOD seqqny ‘s “‘Q 

‘eBse] anuruos sBuyuseo 2161 09'0f $9 686 ‘“""' 109 Sb “""' OO9 “""' 694 § ‘"T"***** SoUpUNOg Jorg ‘ay 

‘piooas UO sBuuiEs ysedieY = POOL «COS SESE OP COT’ OZ CESS SCOOTOE GOTT tT. OD UaTOOM “WY 

“sBuyuies pue ssouisng piooey = wf =6SE COTTE «20'S **'* «SOT CO’ « 6OT «6660 0S EIT 2 60 UD “dug BY “UEUg Vey 

“puaplAlp esyxy S8've $6 Ise ZBOl Ip9 SI'S BSB “** “"* 92S § ***** "MOD “OD J9q;BE7] JeI;N9D 

‘ssouisng Ajjoedeo ‘spuapiaip euyxq = ST'9E «= OHZ SLB Leh) ELBIT GIGI 2212 Lé61 @S6l fff B “"***** "MOD [eOTUIEYD [eseUeD 

“peyoog sseujsng ps0oey gorse eS 6p02 6Of ‘“*** Tet “42S 810 009 £6 § ‘"****U0D ‘Bdg [sag sEmpIEYy 

*‘Aueduos yO A10j;s14 Ul ssousng 4seBse7] 62 1b OIT 8h8h 966 “*** ZOIL ZS 26S E271 Ifb G§ “"****MOd Je9IIg SaIRIgG poUE) 
‘ssaupaiqepul puog Suronpey BLibe £2 Of0L H9% B22 LIT OL S6Z OFF “LB ZS “**"***** SaMPNIEgG ,s19]/NSIC 

*p2900q S19ps10 UBI9103 BBieY Zb'6e CEL RODE ** OCOST COLLET Lh 0O9ZLSsEE: «S89 SG) *** "MOD PAHOWOD07] ULH18UrY 


"GjUOU! B “[fu ¢ 1940 BulBesoawe sFuyuses /16T O2°SS 6hl S278 G6HZIL 6S°7E Sh'lZ 989 699 Sh9 I2°9 


OL ‘*** "m0 "OD 927g wWeYeIYIEg 

‘L161 103 pouued uononpoid a8ze-] 69S gS BIO S599 OF TTT Otte teers seers porge QE cette * "MOD sr0j0;y jJomxepy 

‘ssauisng snopusuieaij—assiienb yous %%Z LHX v6'19 2ST SI'b6 Chel Ih9 SS9 ZS S8hO She “489 OL “*"*****axeIg sty yI0K may 
*pessejoid uo b13x9 puspraip 7$ £9°r9 TZ 68°Sh 6E°S vers’ Ott 189 46° 66s OO 0 “eeeeeeees*mOD [99§ 2qQIonI> 

“Spucplalp eayxq %OS9 lb es ate ts we src seers soe COGS GB °°°e°*"gEe Pane Vas 8 Ge 





PHT AH 9161 SI6T PI6l EI6l ZI6GE TI6l O16 PUG HEY 
‘S19qli9s wuIseIg Wsese1g — 








~~ 4 woseig ‘ald ysnpu 
-qns Ajsvak 30 saysnbur [je samsue A[pe[s oA, WO 189, 218YS Jeg pousey sieijog uo = yuaseig ; } P I 
¢¢ WABI] JOUTSPAT],, J[NsSuOD pue Aljnjaied sa}0U “DSL ISB] PIPIA 
T® pts pincys SHASVHOUNd ONIGNALNI Ssuyusey puapiaiq 


*sBulUIe> DQe[IeAe 3S93e] YIM Posedm0d mo] st so11d spt osne 9198} SIq} Ur [Jam dn puis soujewos Aew 
yo0ys 100d yY ‘"yUnOUe se [fem Se ‘y}MOIB pur Ajiqe}s 0} MITA & QIIM ‘pourmMExs A[jMyosed 9q P[NoOYs UeAIs Se SivaA SAISSOD9NS 4303 SBUIUIeEY “AINO 
JIQeI 243 UI UOTISOd $31 4q paBpnf aq JoOUULD YI0}s B JO SNA DY], “I[QEN[VA F1OMI yD0}S 9y} JOpUTI 91039194} PUE Ssap]OyxI03s 943 jO Aymba 943 BSeaJ5Ur 
Miodoad ay} JO syusuaAcIdU UI Po}S2AU! SBUrUses soUIs ‘soUBUe}UIEW JO sasuadxe AseuIpsO W013 sqQeYSINBUNSIP 19A910qm ‘U2aId SBUIUI¥e UL pepniout 
218 SIUIUIII}I0q PUES SUONIPpy “Waals yo0}s uo “jus. Jed 34} 0} enba 18294 993 103 JIDLIAAC F Saxeo1pur Mojeq sesn3y 210j39q (—) udis snum 24.—A LON 


SSUIUIBY JAI}VIBduIO) BUIMOUS JO}B.IPUl Ules.1eg 

















(894) 

















"2804 SNOTAIId PepNoU! 3OU “OD SaLsaI[NSIqT eqny SBuyuses sepnjouy F 

“9161 “OE [dy pepue seay ¢ 

“enjea sed sz$ 03 peonpey , 

*“ZI6I “IE 49quisceq Zuipus syjuom sulu 404 4 

"1€ Jequisceq] pepue syjuom xIg § 

"%SS'Z PLIIOU! “SI6I “LE JequIs0eq] 0} SBususes syyUOUE UdAIS ‘[¢ JaquIaZeq] 0} paBuEYyD 1894 jeosty § 


“ssaid 0} Buro3 30 aun} ye psounou 
“UB OU SBuluIes 9[6[—SBulUIes [6] UO paseq sul; 4IeIQ MOleq soinSy [jy ‘peounouUE aq 0) sBurmITe 
QI61 24} Jee SBuluses C6, WO peseq JIB YOY 9382 PUSPIAID pue sid UO sZulUIeD 30 soins 





“L161 405 SpUapraip e13xq £0°T 8s ee” PR? CF. a a CR a: Se pjd adig wos yseD “§ “Q 

"OIG 40} “380 SBuyuses adse{ 1e°2 Sb tess “port 46 fee Oe OTT OT CELE Bott ttt *aaddod eaueueD auaeiz 

‘WA Se Peppep 3OU jINs UOLN[OSSIC] e's 08 ee a. oe Gee eee Te es ee ees WO2 "di0> s9389AIRF] “WT 
*seHurEysI0UN [eoOd UeoxaWy Iv's 6 ere. OF OP Ot OS ae «ge 8 Beit. by **"m0d "J9q WBOIXe 
*ssaujsng Ul aseesou! snopusuias | it eee, Me Ss ee es ee a al “**pyd sodeg ‘s99U] 
“ssouisng pso0ay eS wt °°*° {Stl CUIl GUST GUST sSDE GpOt ecb 8 °°°°°°** ***O9 9143991q [es9UeND 

“PUaPIAIp B13xq 06°4 98 vee. Ge ele See Se See eee ee eke 

‘sBuyuses 9310] £e'8 8s “"* O8 OL e9f IBF 6S'E Ze 689 » rreeeeee* "MOD Peay jeuonEN 

*s2[qn01} UOHe0dsuRI) yUuI00y 2's $8 “"* OZ S8T 19% SOF SBT ZEl [66 8 ‘****OS$ 4ed s19ddoy epuooeuy 

*%E PUeprarp [eu L162 06 s* ee ee, ee ee ee ee eee pyd oupseyy “29x “Uy 





"4903S WOUIMIOD UO PUSPIAIP B13xXy or’ OL 88% $920 %~@S 60% 972 rs ¢9°9 25 

“Wes 94} JNOge snuUUOD sdUIUIEY £e’9 Zot 6zeOl 628 06 626 698 826 681 6 

"pood ssauisng £16] ‘snjdins aie, sey] ¥6'9 Sit 608 7286 SZIt 196 O00 986 892 6S 

‘ue[d Japun paysodep 490}s Plo JO %96 $28 ss vs 800 62% 622 9S 62S 89 Les 

LIGI Ut 10% paxOo] [BOD Jo Saoqsd s9ySIYY 02°6 O2@t OTL 119 90'S ZOOL ShL I'S 92% LID 

‘pases aq 0} Y9O}S passazoid WON 97 ynoqy TeOl 912 O2422 OL0Z OO'TZ II'82 G6EOE OF'P9 O98 $26 


‘m0. ‘APY B 18D “wy 
abies = = 
Cap toweres m0d "OD WHosig "JEN 
‘psd We “wy 
pyd feod Bangsiig 
“*** "mes ODDBgOy “my 





eoqonogvrvenree 


*BUISVIINUT SIPPIO I1jsaWIO(T oz'or 86S Oro oblh of" GOEL «6F'II 60°0 . ** "M09 “O007"] ULMpTEg 

“LIGL Seles Ut asvos0u] i) i i pe ee 4 ieee | 5 see" "MOD “AA “ay “YRIOMIOO AA 

*$9[qno1} UONe,I0dsUeI} W013 polayNs Sell zs |) ee ee )) en en | ‘eee e***O9 UOsT ® peng ‘foo 

. “SPpUSPIAIP b1}xy Z6IL Off OS'ST 6h2 65°6 POTIL G6L'EL SO'ZL OSIL SI'9 srerres es mOS Ye puowrny 








*Po3si] 4903s jeuoTppy 19ST S6l SS°9Z ZS'LE O€'IZ LI'IZ Pe'6l 96'SI LZeOe BSE Z “******** "MOD yONqesoy ssBag 

‘aB1e] SBuruse> {161 SI'St Sh «£89 cf O87 Sth 68S SLL 2b Efe 9 “SES “MOD [ERIN JOY 

"L161 Ut Burmoys 49¥39q & SasIMorg vest ss On Bre. - Os Gee ers ree eee ee eS ers “*pyd unajosjeg “[eD 

"809 [ersaj}ew Aavayy es’st SP 669 SOL 661 S88 669 “*** 829 S88 8 “""""*******MIOD TIO 30D “wy 

“spUaplAIp B1)xe ‘ssadisnq oBse7| es’Sl 26 Oe'ot OSL TOT Z8E OF8 O99 IIL 698 8 ‘“""***** *MOd seBNg yoog “my 

‘spuny PAsaso1 pue sadieyo UoHEIOIIdap aB1e] Shor ZIL OMB 66% O67 ‘"'** 2S I9Sl 86° S29 Z£ ‘“""******UIOD “Joy sBBNg ‘ary 
‘poo’ snujuos s8urusey o9'OI = gs a we a ee oe B.C veeees pad passury “my 

“‘poos Asan sBulusey vost ZO If'6l 6I'ZI 1901 996 98°St LOL S89 89 £ * sovcovcce ie Bt) BY 

‘SBUIUIvd }U9[[9OxXy test 69 yo'7I Se°2 e800 99 ce O80 ""' e274 SS ‘“'*°"***** "psd “TB OPI ‘wy 

"S19P40 1EM POO) Isst 18 0O'ST O9'€ I'O 9S°OI 940 IO sss 98 £ “*******UOD 4D [PRIG pessesg 

“$3998 [[1m poos pue sued sjenbe snjdins “7 ¥ ‘qd 82°61 es Iz‘ol 9f°2 gse’s Ol’ soe so’9 sZ°¢ 09°9 OS't "WO0d ‘OS$ “S7W ssnoYysUISa MA 
"J9A9 DEY} s9Biv] sBuruiey 2°61 901 6°02 6S°OL O22 69°Z 63°9 OZ 00°Z 099 7. ae sereeseeDged "poss “UO 

‘'Z I4dy %S pUepralp yoOS 0s’6I ve £99 ,ve Il feb 19°¢ - or ae -_ vere Sz$ ‘MID pUel124G-SATITM 








{| 





\j 








(895) 











— 





Railroad and Industrial Inquiries 





Some Rails 

C. M. S., Springfield, Mass.—Chicago, Min- 
i age & St. Paul is facing the same dif- 
ficulty as the majority of the railroads in this 
country, namely, higher material and labor 
costs. However, there has been a turn for the 
better in earnings in the last two months. 
Furthermore the stock has had a very drastic 
decline and has been selling unduly low. From 
a technical market standpoint purely it is in 
a position to advance, and this is already re- 
flected by the upward movement, presumably 
based on the generally better tone of the rail- 
road group as a result of the settlement of the 
strike. e look for higher prices on the 
common stock. 

Baltimore & Ohio is another stock which is 
technically strong. While this road is not up 
to the high standard of carriers like the New 
York Central and the Pennsylvania, it bids 
fair to become their equal in time. It is under 
excellent management and no stone is now 
being left unturned to improve the road 
pevaeet, Though a great deal of money will 

ave to be spent there is no question about 
Baltimore & Ohio’s ultimate position and we 
regard the stock as very attractive at its cur- 
rent level. 

Chesapeake & Ohio is still another Eastern 
carrier which has been selling out of line with 
its earnings and dividends, and the stock 
should go higher. Chesapeake & Ohio has 
very excellent prospects as a long pull propo- 
sition. 


Ill. Central 


M. V., Columbia, S. C.—Illinois Central is 
in a splendid position as a result of large sums 
spent for improvement during the last five 
years or more. The equipment is in excellent 
condition and the company has not spared ex- 
pense in a the road up to a high state 
of efficiency. e earnings are holding up 
remarkably well, with net based on seven 
months’ results now running at the annual 
rate of about 14%, compared with 10.17% 
actually earned in the 1915-16 fiscal year. The 
stock should share generously in any further 
advance of the railroad group. 





Minn, & St. Louis 

M. S. W., Charleston, S. C—Minneapolis & 
St. Louis was put in a very much better posi- 
tion by its recent capital readjustment. Its 
floating debt was reduced, its short term obli- 
gations paid off and a new operating and finan- 
cial management installed. On the basis of 
last year’s net surplus and considering the re- 
duction in interest charges of $150,000, the 
new Minneapolis & St. Louis company is capa- 
ble of earning over 3% annum on its capi- 
tal stock under conditions that existed last 
year. However, its earnings are not up to that 
point now and in fact based on seven months’ 
results to January 31, the indicated earnings 
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for the full year are only a trifle over 2%. 
The stock at its current price of around 23, 
does not appear unattractive as a long pull 
proposition, however. 





Chic. & Gt. Western 


A. K., Chattanooga, Tenn.—Chicago & Great 
Western has been faced with higher material 
and labor costs which have resulted in cutting 
down its earnings. The preferred stock of this 
road has rather limited. possibilities because 
it is a 4% issue and cannot receive any more 
than that. The present rate of dividends is 
generally accepted to be 2% per annum, al- 
though the company has been declaring divi- 
dends at irregular dates. On January 1, 1917, 
the accumulated dividends amounted to 7%. 
There is some possibility that the stock may 
be put on a regular 4% basis within the next 
year, but that cannot be done unless earnings 
show a considerable betterment. Based on 
the latest monthly reports, they are now run- 
ning at the annual rate of 4.89% on the pre- 
ferred stock, as compared with but 4.02% 
earned in the 1915-16 fiscal year. We are not 
particularly optimistic as to the immediate 
future marketwise of either the common or 
preferred issues. 


Railroad Stock _ Investments 

C. V. M., Long Island City, N. Y.—This is 
no time for an investor who has held good 
railroad stocks for a number of years, to get 
cut of them. The railroad stocks have been in 
a rut, but the outlook is not as discouraging as 
it might be, and we expect that the stocks you 
mention will eventually be established at con- 
siderably above their present market prices. 
In the meantime the dividends may be con- 
sidered safe. We do not think you need to 
worry about the long range outlook for any 
roads like the Northern Pacific, Southern Pa- 
cific, Great Northern, Atchison, etc. 

The March 3 issue of the MaGAzINE con- 
tained an article discussing Great Northern 
and Northern Pacific, and the opinion ex- 
pressed therein as to the position of these 
stocks coincides substantially with our own. 





Erie 

T. B. T., Pittsburgh, Pa—Erie Railroad has 
been showing very marked declines in_ its 
earnings due to the rising cost of operation. 
The road now appears to be confronted with 
a condition in this respect which lends very 
little encouragement to the hope that divi- 
dends even on the preferred stock are an 
early possibility. Furthermore, Erie has had 
to do considerable short term financing re- 
cently, and this will doubtless also have the 
effect of removing the time still further when 
dividend payments may be expected. Taking 
a long range view, of course, Erie is in com- 
paratively excellent physical position and bids 
fair to make more rapid progress in the next 
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five or ten years than it ever has before in 
its history within the same period of time. In 
the course of time Erie stocks should become 
established dividend papers. Nevertheless we 
do not recommend for permanent investment 
at this time any of the stocks of the road. 


Amer. Writing Paper 

L. C. T., Syracuse, N. Y.—American Writ- 
ing Paper has passed recently into the con- 
trol of new interests, including the banking 
group of Ladenburg, Thalmann & Co., with 
whom will be associated James Wallace, of 
the Central Trust Company; Henry Evans, 
of the Continental Insurance Company, and 
the two sons of the late Anthony Brady. The 
control of the company was formerly lodged 
with the First National Bank, which, it is un- 
derstood, sold out its interest in the stock at 
much above the present market price. It is 
reported that ,the new interests now in con- 
trol expect to refinance the company and make 
an adjustment of the back dividends on the 
preferred stock. 

For the year ended December 31, 1916, the 
company douel a net income of $2,524,378 
available for preferred stock dividends which 
was equivalent to 20.20% earned on the out- 
standing $12,500,000. The accrued dividends 
payable on the preferred stock amount to about 
114%, no dividends having been paid since 1913, 
when 1% was paid. Previous to that year the 
highest dividend paid was 2%. In 1914 and 
1915 the company incurred deficits after the 
payment of bond interest, and in the years 
prior to that the largest amount earned on the 
common stock from 1907-11, inclusive, was 
3.69% in 1909. Such a record as this suf- 
ficiently indicates that the company is exces- 
sively capitalized and that its normal earning 
power is nothing like what it has been able 
to show in the past fiscal year. On December 
31, 1916, the net tangible assets applicable to 
the preferred stock amounting to $10,658,957, 
or $35 a share. It requires net assets equal 
to $214 a share of preferred stock in order 
to liquidate the issue at par and pay all ac- 
oon dividends in arrears as on January 1, 

From the above it should be clear that the 
preferred stock of the company is one of the 
riskiest kinds of speculations and that the com- 
mon stock is practically worthless. 





Rep. Iron & Steel - 

A. A. B. Birmingham, Ala.—Republic 
Iron & Steel is speculative. The com- 
pany’s business showed a remarkable re- 
covery during the past two years and its pres- 
ent earnings are running at a very heavy rate. 
They bid fair to continue high while the war 
lasts, but the position of the company at the 
close of the war during a period of depression 


which is likely to follow, is uncertain and we 
therefore cannot recommend the stock as an 
investment. We regard Republic Iron & Steel 
as affording considerable speculative prospects, 

t that any purchase of it be pro- 
a stop order. 


but we su 
tected wi 


Amer. Agric. & Chem. 

T. T. A., Philadelphia, Pa—American Agri- 
cultural & Chemical, Preferred, is in a strong 
investment position since its dividend is pro- 
tected by a large margin of earnings and has 
been so protected for many years. The divi- 
dend may therefore be considered secure un- 
der almost any conceivable conditions in the 
future. The stock is undoubtedly selling at 
a reasonably low price, considering its 
strengthened position. It sold as low as 96 
ae sane, 90 in 1915, 90% in 1914, and 90 in 





National Acme 

H. M. B., Lead, S. D.—National Acme ap- 
pears to have possibilities, but it is not the 
kind of a stock we would recommend for in- 
vestment, where safety of principal and in- 
come are desired. The company is newly or- 
ganized and the stock is as yet unseasoned. 
There is no question about earnings being 
large enough at the present time to justify 
higher prices for the stock, if it were not 
for other considerations. The security market 
has been congested with new issues of this 
character. Furthermore, it is recognized that 
in these boom times there are being floated 
new securities at prices which would probably 
not be obtainable at all in normal times nor 
in a period of depression. Whether or not 
the prosperity of some of the new companies 
will continue long enough to put them in a 
position to weather the next period of de- 
pression, is doubtful. 





Aetna Explosives 

L. P., St. Louis, Mo.—Aetna Explosives is 
stated to be showing earnings which would 
justify a much higher price for the stock, if 
the company were not embarrassed for work- 
ing capital. Its affairs have evidently been 
very badly managed. A protective stockhold- 
ers’ committee has been formed recently for 
the purpose of making an investigation and 
an audit of the company’s books. There is 
the possibility of a receivership, but we sug- 
gest that unless you can get out of your stock 
without a very considerable loss, that you de- 
posit it with the stockholders’ protective com- 
mittee which has been formed and co-operate 
with them to that extent. They are working 
for the interest of the stockholders. We have 
not favored the stock and do not now favor 
it; but, of course, we hesitate to suggest that 
holders who have big losses should get out now 
when there seems to be a chance that an ag- 
gressive effort will be made to bring the com- 
pany to time. 


Mo., Kan. & Tex. 


L. K. F., New York City—Missouri, Kan- 
sas & Texas Common might prove a profitable 
purchase for a very long pull, but we think 
that the immediate future outlook is not en- 
couraging for this company and we do not 
recommend a purchase of the stock. 
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The Matter of Margins—Rights of Broker. and Client— 
Margins on Different Classes of Securities 





By LAWRENCE S. RENZER 





Part 3—Margins 





ARGIN is the equity actually be- 
longing to the customer who has 
an account with his broker. If a 
man owns a house and lot for which 
he has paid $10,000 and on which he 
has placed a $6,000 mortgage, his equity 
is $4,000.. This $4,000 is his mar- 
gin in the property. If he buys 100 
Steel at 113 and gives his broker 1,000 
dollars, his margin is $1,000, and there 
is no economic difference between the 
real estate deal and the stock deal. 
Should the property decline in value to 
$8,000, the margin would be reduced to 
$2,000. If, in the second case, Steel de- 
clines to 110, the equivalent of 3 points 
on the 100 shares, the margin is reduced 
$300 and becomes $700. In brokerage, 
relating to stock and bonds, margin is 
figured on the basis of points: each point 
loss on 100 shares reducing the margin 
$100 and each point gain increasing the 
margin $100 on 100 shares of stock, or 
on ten $1,000 bonds. The clearest idea 
for the customer to utilize in understand- 
ing margin is to think of it as an install- 
ment on the purchase of stock or the 
buying of an option. 
“If he deposits a ten point margin on 2 
stock selling at par, he can carry ten 
times as much stock as he could if he had 
to pay the full purchase price, and his 
profits or losses are correspondingly in- 
creased.” The margin for a “short” 
account is considered in exactly the same 
manner, only the situation is reversed in 
the matter of price. The rise in the 
market decreases the margin in this case. 
Therefore the margin on a “long” 
account can be denoted in formula as 
follows : 
Selling price—Debit 
Shares=Point Margin. 
The Margin on a “short account” can 
also be in formula: 
Credit Balance—Purchase Price+No. 
Shares=Points Margin. 


Balance — No. 


To quote Todman | 
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The Amount 


There is no set rule regarding the 
amount of margin necessary for the cus- 
tomer to deposit for speculative pur- 
poses. This amount depends upon two 
elements: the kind of security speculated 
in and the conservative or anti-conser- 
vative position of the brokerage firm. 
However, custom has decreed certain 
rules of a general nature which rules 
generally act as a basis for marginal 
transactions. The ten per cent margin 
on active securities dealt in on the New 
York Stock Exchange is about the mini- 
mum that any “good” firm will accept 
and the customer is much better pro- 
tected by keeping a margin of from 
20% to 50%. . This 20% rate would 
cover speculation in stocks like the active 
copper issues, Utah, Ray, Chino, and 
Anaconda, or in rails such as St. Paul, 
New York Central, Union Pacific or 
Atchison. An inactive stock or a very 
high priced stock such as Delaware, 
Lackwanna & Western, National Biscuit 
or Bethlehem Steel (before the change 
in parity), would probably demand a 
very much higher margin, but the 
amount would depend upon the judg- 
ment of the broker who carries the ac- 
count. There are really very few curb 
securities which are carried on margin 
unless they are of a nature which the 
broker can use in his loans. Such is- 
sues as Magma, Midvale Steel, Lima 
Locomotive and some of the Motor 
stocks are acceptable and can be carried 
much as regular Stock Exchange stocks. 
Other issues with a low par value and 
low price can be carried on a ten point 
margin by the customer, and in this case 
the broker usually loans the difference 
from his own capital. The better grade 
of oil stocks and mining stocks and some 
industrials are of this class. Mining 
stocks selling at cents per share are 
seldom, if ever, classed as marginal 
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stocks by conservative firms doing Stock 
Exchange business and mining stocks 
which are mere prospects, are debarred 
from marginal rights. 
Unlisted and Bonds 

Very few firms will accept unlisted 
securities on margin, except where the 
particular unlisted security has been 
“brought out” by the same firm with 
which the customer is trading. The 
market for unlisted stock is usually so 
wide, the bid and offer prices usually are 
points apart instead of eighths apart, 
that there would be little chance of pro- 


than unlisted bonds. Bonds are con- 
sidered as good margin material when 
they are not used in large quantities. 


The Legal Side 


According to the general laws of 
nearly all states, the broker cannot sell 
the account of the customer trading on 
margin to protect himself without first 
giving due notice to the customer. 

If due notice has been given and 
the broker arrives at the stage of 
proceedings where the account may be 
sold, the law states that the sale must 


‘a 











Cord Maw! 
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96 


Market price at close of March 22. 
Actual difference of balance of ledger a/c. 
Excess of sales value over actual debit. 


Success Mines not figured as any value. 





Z Account 


Somtthe 


AMOUNT este 


4. 


(subtract Cr. from Dr.). 


Divide 210 shares long into 1070.50 = 5 + points margin. 


Allowance must be made for interest and commissions. 
Steel margined to 105, Utah to 91, Bond to 90. 
St. Paul sold—profit enters into ledger balance. 


PNPE PHP 














tection for the broker in time of panic. 
But if Jones & Co. introduced American 
Manufacturing Co. to the public, they 
have a certain knowledge of the market, 
so if the trader desires to carry this 
stock on margin, he is apt to be suc- 
cessful with Jones & Co. while no other 
broker would even think of accepting 
the account. However, there are excep- 
tions to every rule and almost all brokers 
will accept the better grade of Public 
Utility unlisted stocks as margin today. 
Stocks like Cities Service and Republic 
Ry. & Light are in this class. It must 
be remembered, however. that in all the 
stocks mentioned as illustrations, the 
consideration. which the broker has in 
mind is not value but marketability. 
Listed bonds are very little better as 
margin so far as the broker is concerned 


be at-a public market. The New York 
Stock Exchange, the Consolidated Ex- 
change and the Curb market are not 
public markets, and ordinarily the broker 
must legally advertise the sale and sell 
at public auction. The reader will 
readily see that such protection for the 
broker is no protection at all. Thus, the 
custom arose for the broker to make an 
agreement with each client when trading 
relations began, giving the broker per- 
mission to use his, the broker’s, discre- 
tion when it was time to sell out an ac- 
count. In addition to this initial agree- 
ment which each customer is usually 
asked to sign, the broker has printed on 
his notices an agreement of this nature: 


It. is agreed between broker and customer: 
1. That all transactions are subject to the 
rules and customs of the New York Stock 
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Exchange and its Clearing House (or the 
Consolidated Exchange, or the New York 
Curb Association, etc., etc.) 

2. That should the broker advance all or 
part of the purchase money, he reserves the 
right to sell the customer’s securities at said 
broker’s discretion at any time without notice 
and at public or private sale, when in said 
broker’s opinion the condition of the account 
warrants such action. 

3. That all securities from time to time 
carried in the customer’s marginal account or 
deposited to protect the same, may be loaned 
by the broker, or may be pledged by him 
either separately or together with other securi- 
ties, either for the sum due thereon or for a 
greater sum, all witheut further notice to the 
customer. - 

Illustrations 

1. Smith buys 100 Steel com. at 113 
and gives his broker $1,000. The broker 
figures the margin by dividing the 100 
shares into the $1,000 which gives Smith 
10 points margin. 

(For the purpose of illustration and to avoid 
too many figures, there will be omitted from 
the illustrations the items of commission and 
incidental charges. As above, the commission 
for buying and selling the one hundred shares 
would be twice % of 1% or $25, and the 
interest item would depend on the time the 

was carried in the account.) 

If Steel com. declines to 103, a ten 
point loss, the broker would sell the 100 
shares, provided Smith did not place 
more margin. The stock cost $11,300 
and was sold for $10,300, a difference of 
$1,000, just the amount of the margin. 

2. Smith gives the broker a $1,000 
* Reading gen. 4% bond, market value 
$1,000 and buys 100 Steel at 113.. Every 
$1,000 bond is equivalent to 10 shares 
of stock in margin figuring. Smith has 
now 110 shares of stock, or a margin of 9 
1-11 points. The broker has loaned Smith 
the full purchase price of the Steel, 
$11,300. If the price of Steel drops to 
104 and the value of the bond to 90 the 
margit will be wiped out. The broker 
will sell 100 Steel for $10,400 and the 
bond for $900, a total of $11,300 which 
he originally invested for Smith. 

. Smith gives his broker the $1,000 
bond and buys 100 Steel at 113 as above, 
but in addition he purchases 1,000 Suc- 
cess Mines on the Curb at 44 cts. 
($440). The average broker will not 
even include this stock in the margin and 
will deduct the $440 at once from Smith’s 
margin credit, If the bond drops to 90 





($900) the broker will sell the Steel at 
108%. 


First position in example 3: 


$1,000 Rdg. 4% bond ............... $1,000 

BOO BE Wavancdsicidcediacdecvce 11,300 

Value of account .............. $12,300 

- ££ £ » - ee 11,300 

Equity or Margin............. $1,000 
Second position in example 3: 

$1,000 Rdg. 4% bond ............... $900 

DET “Sebacustavgsss cere sehas 10,850 

$11,750 

Less cost of Succets ............+- 440 

Value of account ............. $11,310 

ey fg | OS Pee 11,300 

Equity or Margin ............ $10 


In the third example shown, the broker 
would protect himself by placing a stop 
order on Steel at 108% and the Rdg. 
bond at 90. When these two were sold 
the account would be even, eliminating 
the matter of commissions and interest, 
and the broker would probably turn over 
the Success Mines to the customer to do 
with as he desired. When the stock de- 
clines or advances as the case may be, 
so as to come near the limit of margin 
furnished, the broker may demand any 
one of three actions by the customer: to 
supply additional margin, take up the ac- 
count in full direct, or have it trans- 
ferred to another firm. 


The famous Hughes Commission re- 
ported the following on margins: 


“Purchasing securities on margin is as 
or engeee a transaction as a purchase of any 
other property in which part payment is de- 
ferred. We therefore see no reason whatso- 
ever for recommending the radical change 
suggested, that margin trading be prohibited. 
‘ : " Two practices are prolific of 
losses—namely, buying active securities on 
small margins and buying unsound securities, 
paying for them in full. . : «ee 
amount of margin which a broker requires 
from a speculative buyer of stocks depends, 
in each case, on the credit of the buyer; and 
the amount of credit which one person may 
extend to another is a dangerous subject on 
which to legislate. , - , In prefer- 


ence, therefore, to recommending legislation, 
we urge upon all brokers to discourage specu- 
lation upon small margins and upon the Ex- 
change to use its influence, and, if necessary, 
its power, to prevent members from soliciting 
and generally accepting business on a less 
margin than 20%.” 
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Investment for Safety and Income 


The Railroad Investment Situation—Railroad Regulation— 
“What the Traffic Would Bear”’—The Impossible 
Railroad Situation Now History 





By RICHARD HOADLEY TINGLEY 





Part 2—Railroad Bonds for Investment . 





USTOM and the accounting methods 
of the Interstate Commerce Com- 
mission and of the various State 

commissions have established certain 
terms and forms of book-keeping that 
are universally followed and generally 
recognized and understood by students 
of railway investments. 

The first charge against “operating 
revenues” is “operating expenses,” the 
result being known as “net operating 
revenues.” From this is . deducted 
“taxes” producing “operating income.” 
Non-operating income then being added 
the result is the “gross income.” Inter- 
est charges on funded debt claim the 
first call on this income, and it is to the 
sufficiency of this residuary amount that 
an investor in bonds must look for one 
of the determining factors. Bankers 
and bond houses have decreed that this 
figure, called the “ratio of gross income 
to interest charges,” must be at least 
from two to two and one-half times in- 
terest requirements, and furthermore, 
that this ratio shall have been main- 
tained uninterruptedly for a series of 
years before the bonds are considered 
worthy of serious attention from other 
angles. 

In order to bring out more clearly 
what is to follow in this and in subse- 
quent articles, and that the prospective 
investor may have a correct concept of 
the railroad situation generally and its 
hearing on the various issues of securi- 
ties, it is necessary to go back into an- 
cient history—railroad ancient history. 

In the old days of railroading it was 
quite customary for the railroads to 
make nice and carefully worked out es- 
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timates of what their freight services 
were worth to a particular shipper and 
to make their charges for such service 
in accordance with the results so 
reached. Or, in other words, the ‘roads 
would base freight charges on what the 
particular individual shipper could af- 
ford to pay. This practice was called 
charging “all the traffic would bear,” 
and sometimes worked out iniquitously 
for the shipper, he often being penalized 
because of his ability to produce the 
product he had to ship at a low cost. 
lower possibly than his competitor, and 
could therefore afford to pay a higher 
rate for transporting his goods, or pos- 
sibly on account of some superiority of 
geographical situation, or for some other 
reason, about which the railroad people 
took pains to be well informed. This 
was before the advent of modern regu- 
lation, when the railroads were their 
own masters to a large extent; their ac- 
tions being subject to judicial review, 
however, rather than to dictation in ad- 
vance. 
Business Principles 

In commenting on this situation and 
practice, long since relegated to the 
background, it is but fair to say that 
although it was productive of abuses 
and of unfairness in some instances, it 
at least had the merit of being based on 
business principles. It would have been 
manifestly unprofitable for a_ railroad 
company to charge a shipper with a 
freight rate that would lessen or stifle 
his production. The railroad was gov- 
erned in its actions by the same motives 
governing a storekeeper in fixing a 
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price at which he will sell his goods. He 
figures to make a certain profit on his 
sales. If he is greedy and demands too 
high a profit he will stifle his business. 
There is very little difference, from an 
economic point of view, in these two 
cases. The fact that the railroad is a 
public utility and as such is a monopoly 
or a semi-monopoly, has no great bear- 
ing on the economics of the situation. 
Most of the railroads in the old pre-reg- 
ulation days recognized this principle 
and governed themselves in accordance 
with its precepts. Some, however, did 
not. As a result, modern regulation was 


and the railroads themselves have very 
little control over this item of expense, 
being dictated to in this matter by a mul- 
titude of labor organizations into which 
their employes are divided. The rail- 
roads are thus operating, and have been 
since the advent of modern regulation. 
without control over either income or 
outgo, a condition so economically wrong 
and unsound that it cannot endure. Mod- 
ern regulation has, however, come to 
stay. Of the two extremes that have 
been described it is perhaps the lesser 
evil. It is recognized by most people 
now that regulation is necessary. Rea- 




























EXHIBIT A 
OPERATIONS OF AMERICAN RAILROADS 
7 Years Ending June 30 
(Railways having Operating Revenues Above $1,000,000) (or 90 per cent. of the entire mileage). 




















1916 1915 
I NN os 5 5s vnc ceac nase cenendadosaaee 230,540 228,330 
eS is so ok dae Ceawndcecdeteueseess 66 $6,959,678,102 $6,814,711,248 
ee rs ene een clase econccécudéatsense 9,279,911,625> 9,263,479,440 
Gross Operating and Other Revenues ...............00ese005 3,629,467,541 3,110,157,050 
Gross Operating and Other Expenses ..............++seeeeeee: 2,357,414,727 2,154,692,959 
a a ace neceseaaesecetous 1,272,052,814 955,464,091 
Interest on Funded and Unfunded Debt...................... 413,920,856 414,884,500 
hi a das ee edd ane get onseeeebear 256,623,560 227,589,566 
Net Income Applicable to Dividends..................0000e0 601,508,398 312,990,025 
ee a nina th ouleide bee. vecoeneeeerenness 184,088,714 169,563,440 
Other Income Appropriations 79,947,991 33,697,778 
EEE nG4.dg4nGedeah os desS iss ubwiehdteetatnvesectntcecevess 337,471,693 109,728,807 
Conclusions from the Above 
Ratio of Dividend Appropriation, to Capital Stock........... 2.64% 2.49% 
Ratio of Net Income Applicable to Dividends, to Capital Stock 8.64% 4.60% 
Ratio of Interest Charges, to Funded Debt.................. 4.46% 448% 
Ratio of Gross Income, to Interest Charges ................-- 3.07 times 2.30 times 
Return earned, applicable to Interest and Dividend earnings 
on Total Bond and Stock Issues ............++20eeeeee0es 6.25% 4.52% 
Return paid in Interest and Dividends on Total Bonds and 
Dt Gubanidedinanetiteddeswurs thabousniuetceks+senceenaln 3.68% 3.63% 











brought to bear. It descended alike upon 
the just and upon the unjust. The pen- 
dulum swung the other way, and now 
the railroads have no voice whatever in 
arriving at the charges that shall be 
made for the only commodity they have 
to sell: transportation. The Interstate 
Commerce Commission does this for 
them, assisted by the railroad commis- 
sions of every State in which they oper- 
ate. They have only a restricted -voice 
too in the regulation of operating ex- 
penses. Labor absorbs about 43 per 
cent. of the entire gross railroad revenue, 



















sonable regulation, however, is what is 
needed. 


What the Traffic Would Bear 


In the olden days the roads charged 
the shippers all the traffic would bear. 
Under modern regulation, the reverse is 
what takes place. The regulators do the 
nice calculating. They apparently make 
some very carefully worked out estimates 
of what the railroads must earn in order 
to “get by” and meet their expense de 
mands, and no more, and they base 
freight and passenger rates that the 
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roads are permitted to charge on these 
figures. In other words, the railroads 
are being made to take some of their 
own medicine, and it doesn’t taste good. 

Modern regulation, however, has 
looked after the interests that have al- 
ready been vested in the going railroad 
properties. It has seen to it that there 
shall be a sufficient “gross income” to 
satisfy conventional requirements. It 
has seen to it that the “good” roads are 
permitted to earn the “bankers’ require- 
ments,” namely, approximately from two 
to three times interest charges. It has 
seen to it also that earnings available for 
payment of dividends on stock issues are 
restricted to what is called a “fair return” 
on a “reasonable investment,” and no 
more, and the regulators constitute them- 
selves sole judges as to what these terms 
imply. The railroads themselves have no 
voice in the matter. 

All students of railway economics have 
long recognized the “impossible” state 
of railroad affairs now existing. Presi- 
dent Wilson also, seeing cause for alarm, 
has wisely appointed a committee from 
the Senate and the House to investigate, 
report and recommend. This committee, 
the Newlands Joint Committee, is now 
at work. 


Railroad Operations Summarized 


As illustrative of all of the above, as 
well as to demonstrate the fact of the 
safety of railroad investments generally, 
when due discrimination is exercised in 
selection, Exhibit A is introduced, show- 
ing the results from operation of all the 
roads in the United States having an op- 
erating revenue of above $1,000,000 
yearly, for the years ending June 30, 
1915 and 1916 respectively. From this 
table it will be seen that, as a whole, 
these roads are in a sound condition; 
that they have been permitted to earn a 
“gross income” of 3.07 and 2.30 times 
interest charges in 1916 and 1915 respec- 
tively ; that the ratio of interest charges 
to funded debt was 4.46 per cent. and 
4.48 per cent. in 1916 and 1915 respec- 
tively; in other words, these percentages 
represent the average interest received 
by the holders of bonds represented ; that 
the ratio of dividend appropriation to 
capital stock was 2.46 per cent. and 2.49 


per cent. in 1916 and 1915 respectively, 
though the ratio of net income applica- 
ble to dividends on capital stock was 8.64 
per cent. and 4.60 per cent. in 1916 and 
1915 respectively, the difference between 
the amounts represented by these two 
sets of percentages going into the prop- 
erty in betterments, additions etc.; that 
returns paid in interest and dividends on 
bonds and stocks, taken collectively, 
amounted to but 3.68 per cent. and 3.63 
per cent. in 1916 and 1915 respectively. 

Such figures are consoling to invest- 
ors. It makes them feel sure that the 
railroads, as a whole throughout the 
country, are on a sound basis so far as 
taking care of interest charges on pres- 
ent obligations is concerned. If the in- 
vestor is inclined to look deeper, how- 
ever, he will discover elements of danger 
in sO narrow a margin, and he will begin 
to inquire, What of the future? Not of 
the future interest obligations of the par- 
ticular issues that are now outstanding. 
These will be protected by the regulators 
in the manner, and for the reasons al- 
ready mentioned; but what of new is- 
sues? What of new issues that must 
eventually be floated in order to keep the 
properties up to the standard of good 
practice that must be maintained? This 
issue can be postponed for a few years 
but not indefinitely. The investor will 
further inquire, What of the maturities 
that are coming due every year, and that 
must be paid? Very few of them can 
be paid. Nobody expects this. But can 
they be refunded ? Will the investing pub- 
lic have sufficient confidence in the rail- 
road situation to absorb these refunding 
issues? In 1917 there are bonds and 
short term railroad notes to the amount 
of $197,000,000 maturing; in 1918, $82,- 
000,000; in 1919, $17,000,000; in 1920, 
$170,000,000 again, and so on. Will the 
financial institutions and the investing 
public rise to the occasion? 

The next article in this series will be 
devoted to a discussion of the various 
types and classes of railroad bonds, and 
there are many, and to an-analysis of the 
onerations. of fourteen selected “good” 
roads in an endeavor to show the proper 
ratio or relation that should exist between 
the bonds and the stock. 

(To be continued) 

















Accounting An Investor Should Know 


Purposes of Reserves and Funds—Sinking Funds— How a 
Fund Is Established—Difference Between Funds 
and Reserves 
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"Article VF unctions of F unds and Reserves 








N our consideration of the 
balance sheet we necessar- 
ily omitted referring to 
certain refinements until 
some further explanations 

could be given. The purpose of ac- 
counting is to arrive as nearly as pos- 
sible at an exact statement of the re- 
sults of operations. To do this neces- 
sitates a careful allocation of the 
costs of doing business in order that 
any particular month or year may not 
be burdened with more or less than 
its proportion of the expenses. There 
also arise certain contingencies which 
may or may not ultimately turn out to 
be losses. On the other hand, every 
prudent manager desires, in so far as 
possible, to bridge over the deficits of 
lean years with the surpluses of fat 
years; and if this is done certain en- 
tries and adjustments are required in 
the accounts. The skill with which 
an auditor follows this “leveling up” 
policy will determine very largely 
what the company’s success will be. 


Changes Incident to Operation 


Let us take an illustration. The 
Oriental Company is about to engage 
in the manufacture of rugs and car- 
pets and will begin business on April 
1, 1917, with assets and liabilities as 
shown in the statement contained in 
Table I. 

As soon as the company begins its 
operations, changes will begin to 
occur in most of the accounts, and 
some new accounts will be opened to 
take care of purchases, sales, expenses, 
etc. The insurance which has been 
paid for a period in advance will 
gradually expire and in time will re- 
quire renewing. Some goods will be 
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sold on credit and, as experience has 
shown, losses are likely to occur on 
some of these accounts. The time 
when the bonds will mature, even 
though it be years in the future, is 
gradually approaching and must be 
taken into consideration. If the man- 
agement is conservative it will desire 





TABLE I 


BALANCE SHEET OF THE ORIENTAL COM- 
PANY AS OF APRIL 1, 1917: 


Assets 
Fixed 
Plants and Machinery ............... $35,000 
Current 
 ditdeweelne  candaistigie«seent 10,000 
EE I eT re 6,000 
Deferred Assets 
DT. \ ccncelieadenssceatadesseus 200 
$51,200 
Liabilities and Capital 
Fixed P 
SEN 0 on0 p00 nud webueds paedbaniebeses $15,000 
Current 
DP TED .cicyseguesvestteess 5,200 
EE ccevvedcsbnnltecves do6 1,000 
Capital 
ES ee eae eee SE 30,006 
$51,200 








to protect the company by retaining 
in the business, some of the profits 
both to enable it to make additional 
purchases of equipment and to serve 
as a safeguard against the encroach- 
ment of slack times. 


Purposes of Reserves and Funds 


Reserves and funds are established 
to enable a company to meet the situa- 
tion suggested in the preceding para- 
graph. Before attempting a detailed 
explanation of them let us carefully 
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distinguish between them. The terms 
“reserve” and “fund” are sometimes 
confused, but practice is becoming 
fairly uniform in its employment of 
them. By a “reserve” is usually 
meant the retention of profits for 
some purpose: which may be indi- 
cated in the title, or else it is used to 
designate an account set up for the 
purpose of evaluating some asset ac- 
count to which it is complementary. 
By a “fund” is meant cash or its 
equivalent which has been set apart 
for a specified purpose. The signifi- 
cance of these definitions will grow as 
we proceed. 


Sinking Funds 


Let us consider one of the principal 
kinds of funds. Sinking funds estab- 
lished for the liquidation of debts are 
perhaps most familiar to the reader. 
These are governed by a great variety 
of regulations in different cases and 
circumstances. Sometimes the money 
placed in the sinking fund is retained 
under the control of the company in 
question. Usually, however, in accord- 
ance with the trust deed, the fund is 
held by a trustee who receives instal- 
ments periodically as per agreement. 
The manner in which these instalments 
are made, their frequency, the uses to 
which the income from the fund is to 
be put, and other details are deter- 
mined by the trust deed. Instructions 
as to the ultimate employment of 
sinking funds are widely different. 
Sometimes the trustee is authorized to 
purchase the company’s own bonds as 
investments, keeping them alive in the 
sinking fund. Sometimes bonds of the 
issue, for the purpose of redeeming 
which the sinking fund was establish- 
ed, are purchased and cancelled. Some- 
times the trustee is authorized to go 
on the market and purchase outstand- 
ing bonds when they can be bought 
under a certain figure. 


How Fund Is Established 


A very essential provision of the 
trust deed is that, requiring the com- 
pany issuing bonds to periodically pay 
a certain amount of money to the 
trustee, which is to be held by the 


trustee as a protection to the bond- 
holder and ultimately to be employed 
in the liquidation of the bonds. ‘This 
money the trustee may, however, use, 
as soon as conditions make it advis- 
able, in the redemption of a portion of 
the bond issue. If, however, the 
money is not so used, it should be in- 
vested in interest bearing securities, 
either of the company to which the 
sinking fund belongs or of some other 
concern. There is a reason why it is 
better to invest the sinking fund in 
the securities of other companies. The 
sinking fund’s primary purpose is to 
protect creditors. If at any time the 
company should become financially 
embarrassed, its creditors would be 
likely at just such a time to find the 
securities in the sinking fund in dis- 
repute and of low market value, be- 
cause they represent the liabilities of 
the embarrassed company. Wisdom 
would seem to dictate the investment 
of the sinking fund in the securities 
of companies least liable to be dis- 
turbed by the disturbances which are 
most liable to affect the company in 
question. The investor may well re- 
quest the provisions of the trust deed 
regarding the establishment of sink- 
ing funds. 


Sinking Fund An Asset 


In the balance sheet the sinking 
fund will generally appear under some 
such title as “Sinking Fund Trustee,” 
or possibly “Cash in Hands of Sinking 
Fund Trustee” if the sinking fund is 
in the form of cash. Although held 
by the trustee the sinking fund be- 
longs to the company which estab- 
lishes it; consequently it is an asset 
and should appear as such in the bal- 
ance sheet. Sometimes the sinking 
fund appears among the fixed assets. 
Frequently, however, as in the bal- 
ance sheet of the United Steel Cor- 
poration, it is found under a distinct 
title: “Sinking and Reserve Fund As- 
sets.” 

Entire absence of sinking fund as- 
sets in the balance sheet may be ex- 
plained by the character of the liabili- 
ties. There may be no bonded indebt- 


edness, or the bonds may be deben- 














906 


THE MAGAZINE OF WALL STREET 





tures, as in case of the General Elec- 
tric Company, which has for security 
merely the general credit of the issu- 
ing company. Occasionally the trust 
fund is deducted’ from the bonded in- 
debtedness on the liability side of the 
balance sheet. ‘This is the procedure 
followed by the Brooklyn Rapid Tran- 
sit Company. The report of the Den- 
ver and Rio Grande Railroad Company 
as of June 30, 1916, shows, among the 
liabilities : 


RE a eee er eee $134,118,000.00 

Less—Held in Treasury and by 
CS I eee 11,352,000.00 
$122,766,000.00 


The balance sheet of the Interna- 
tional Harvester Company shows no 
bonded indebtedness and no sinking 
funds. 


Interest on the Sinking Fund 


If the bonds of the Oriental Com- 
pany, mentioned above, will mature 
fifteen years after the date when is- 
sued, April 1, 1917, and if the trust 
deed requires payment into the hands 
of the trustees, annually, of a sum suf- 
ficient to provide the means for their 
redemption at the end of the fifteen 
years, then the amount of each an- 
nual payment will depend upon the 
method pursued with reference to the 
interest which the money in the sink- 
ing fund, if invested, will earn. If this 
interest is turned into the sinking fund 
the annual installments required will, 
of course, be smaller than if the in- 
terest so earned is paid back into the 
general funds of the company. 


How the Fund Grows 


However, for our purposes, we may 
ignore the rather complex computa- 
tions required to take interest into 
consideration, and assume that what- 
ever interest is earned is not added to 
the sinking fund. Consequently, an- 
nual instalments of $1,000 each, for 
the fifteen years, will be paid to the 
sinking fund trustee. Therefore, at 
the close of the first year the balance 
sheet of the Oriental Company will 
show among the assets, “Sinking Fund 


Trustee, $1,000,” at the end of the sec- 
ond year this account will appear 
charged with $2,000, and so on, until 
at the end of the fifteenth year, when 
the bonds are due, there is $15,000 in 
the sinking fund with which to pay 
them. When they are‘ paid, both the 
“Sinking Fund Trustees, $15,000” and 
“Bonds, $15,000” will be closed in the 
company’s ledger and will not be 
shown on the next annual balance 
sheet. 

If the sinking fund trustees had re- 
ceived instructions to buy in and can- 
cel the bonds, either at regular or ir- 
regular intervals, then the amount 
shown at any time in the “Sinking 
Fund Trustee” account in the balance 
sheet, will be smaller by whatever 
amount was disbursed in the purchase 
of outstanding bonds. Similarly the 
“Bonds” account would show only the 
amount of those still outstanding. 


Funds and Reserves Distinguished 


We must now distinguish carefully 
between a sinking fund and sinking 
fund reserve. Unfortunately the dis- 
tinction agreed upon by most authori- 
ties on accounting is not always ad- 
hered to in published balance sheets— 
a defect which increasing uniformity 
of practice will tend to remedy. A 
little reflection will serve to indicate 
that there are but two sources from 
which the means for the redemption 
of bonded indebtedness can be secured, 
namely, (a) capital invested, being 
either that secured from stock sub- 
scriptions or from sale of bonds, and 
(b) profits, either current or reserved 
from previous years. In discussing 
sinking funds we made no reference 
to the origin of the funds—whether 
capital or profits. We simply assumed 
the presence of a sufficient amount of 
cash to pay the instalment to the sink- 
ing fund trustee. Now this cash must 
be forthcoming whether’ taken from 
profits or not. 

But it is sometimes desirable to go 
one step farther and make an actual 
reservation of profits for the purpose 
of paying off bonded indebtedness. 
This is an exceedingly conservative 
policy, since the payment of a debt 
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out ef profits increases the equity of 
the stockholders, providing the assets 
secured with the money derived from 
the bond issue are kept up to their 
original value. The essential proced- 
ure is the retention each year of 
profits sufficient to pay the instalment 
to the sinking fund<trustee. Thus in 
the end the debt is paid, while the as- 
sets are not diminished in value—a 
procedure equivalent to increasing the 
surplus account by the amount of the 
debt thus liquidated. 

To illustrate, if the Oriental Com- 
pany decides to reserve profits each 
year sufficient to pay the sinking fund 
instalment of $1,000, this plan requires 
that, in addition to a charge to “Sink- 
ing Fund Trustee” for the amount of 
cash handed over, there must also be 
charged to income and credited to 
“Sinking Fund Reserve” each year a 
like amount. If this is done the bal- 
ance sheet will show a sinking fund 
account among the assets and &: sink- 
ing fund reserve account among the 
liabilities. These may be, but are not 
necessarily, equal in amount. They 
will not be equal if money is occasion- 
ally withdrawn from the sinking fund 
for the redemption of bonds. : When 
the whole issue is finally redeemed the 
sinking fund account closes, but the 
sinking fund reserve account remains 
and may be considered as surplus and 
perhaps be closed into that account, 
since the surplus account measures 
savings of profits of past years. 


Reserves Only 


Frequently, when the establishment of 
a fund is not obligatory, reserves are set 
up without any corresponding funds. 
That is, it may be desirable or neces- 
sary to retain each year a portion of 
the profits for some future purpose, at 
the same time allowing these profits 


to remain a part of the general assets, 
where they can be profitably used. 
When this is done the reserve is shown 
on the liability side of the balance 
sheet, but there appears no corres- 
ponding fund on the asset side. Never- 
theless the assets, as a whole, are in- 
creased in value by the amount of the 
reservation of profits, this increased 
value being more or less diffused 
through the different accounts, conse- 
quently oftentimes unrecognizable ex- 
cept upon careful analysis. 

This policy might be pursued if it is 
desirable to make extensions to plant, 
out of profits, at some future period. 
Sometimes, however, to establish spe- 
cial reservations of profits for such 
purposes is little more than a formal- 
ity, since it may be sufficient to carry 
all undivided profits to one general 
surplus account. The special reserva- 
tion is usually made to meet some 
legal requirement, to keep before the 
management the special object in view, 
or possibly to instruct bond and stock- 
holders in the policy of the concern. A 
glance at the balance sheet of the In- 
ternational Harvester Company will 
indicate the considerable extent to 
which it has adopted the plan of cre- 
ating special reserves. 

We have considered but one of the 
two important kinds of reserves, i. e., 
reserves of profits. There is an equally 
important class of reserves known 
technically as “valuation” reserves, 
which are not reserves of profit. These 
have some very important functions. 
We shall consider these in our next 
article. The reader will do well to fix 
in mind the meaning of reserves as de- 
fined above. To be able to distinguish 
them from the kind we shall next de- 
scribe in an accomplishment which 
every investor should be able to boast. 

(To be continued.) 
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Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as conserva- 
tive investment offerings by firms of unquestioned reliability. These securities will be of the 
type that should interest investors who regard safety of principal as the primary consideration 


in making their commitments.—Editor.] 





OVERNMENT OF THE FRENCH 
REPUBLIC, $100,000,000 Two-Year 
544% Secured Loan Convertible 
Gold Notes, dated April 1, 1917. 
Interest payable April 1 and October 

1. Due April 1, 1919. Principal and interest 

payable at the office of J. P. Morgan & Co. 

Coupon Notes in denominations of $1,000, 

$5,000 and $10,000. Convertible at par, upon 

notice, at the option of the holder, at any time 

before maturity, into Twenty-Year 514% 

Bonds of the Government of the French Re- 

public, payable April 1, 1937, and not subject 

to prior redemption. Principal and interest 
of the notes, and of the bonds into which they 
may be converted, are to be payable without 
deduction for French taxes, present or future, 
in New York City in United States Gold Coin. 

Principal and interest of the notes are also 

to be payable, at the option of the holder, in 

Paris in frances at the fixed exchange rate of 

Fes. 5.75 to the dollar, without deduction for 

French taxes. Offered for subscription at 99 

and interest, yielding slightly over 6% by 

J. P. Morgan & Co., Brown Brothers Co., 

First National Bank, National City Company, 

Harris, Forbes & Co., Kidder, Peabody & Co., 

Lee Higginson & Co., J. W. Seligman & Co., 

Wm.-A. Read & Co., Lazard Fréres, Kissel, 

Kinnicutt & Co., W. P. Bonbright & Co., Inc., 

White, Weld & Co.; Spencer Trask & Co., all 

of New York City; Continental and Commer- 

cial Trust & Savings Bank,- Chicago; Mercan- 
tile Trust Company, St. Louis 
ERIE RAILROAD COMPANY, $15,000,000 

Two Year 5% Secured Gold Notes, dated April 

1, 1917, due April 1, 1919. Interest payable 

April 1 and October 1.- Redeemable, in whole 

or in part, at the option of the company, at 

101 and interest, upon sixty days’ published 

notice. Coupon notes in denominations of 

$1,000, $5,000, and $10,000, registerable as to 
principal only. Offered for subscription at 

98% and interest, yielding slightly over 5%%, 

by J. P. Morgan & Co., New York City; First 
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National Bank, New York City; National City 
Co., New York City; and Tilney, Ladd & Co., 
43 Exchange Place, New York City. 

IDAHO POWER COMPANY, $4,500,000 
First Mortgage 5% Gold Bonds, dated Janu- 
ary 2, 1917, due January 1, 1947. Interest pay- 
Callable at 105 


able January 1 and July 1. 


and interest on any interest date on or after 
January 1, 1922. Coupon bonds $1,000 denomi- 
nation, with privilege of registration as to 
principal or exchangeable for fully registered 
bonds. Offered at a price of 93% and interest; 
netting about 5.45 per cent., by Harris Forbes 
& Co., Pine Street, cor. William, New York 


City. 

The OWL DRUG COMPANY, $800,000 6% 
Serial Gold Notes, dated March 1, 1917, due 
serially 1919-1925. Denomination, $500: Reg- 
isterable as to principal. Interest payable 
March 1 and September 1, without deduction 
of the Federal normal income tax. Redeem- 
able at 101 and accrued interest. Offered b 
Knauth, Nachod and Kuhne, Equitable Build- 
ing, New York City. 

CENTRAL ARGENTINE RAILWAY, LIM- 
ITED, $15,000,000 Ten-Year 6% Convertible 
Gold Notes, dated February 1, 1917, due Feb- 
ruary 1, 1927. Interest payable February 1 
and August 1. Notes in coupon form in de- 
nominations of $1,000. Authorized issue lim- 
ited to the above $15,000,000. Convertible at 
option of the holder in New York or London, 
upon notice, at any time after January 31, 1918, 
until and including the date of maturity (or, 
if called for earlier redemption, until and 
including the redemption date) into Central 
Argentine Railway Limited Consolidated Ordi- 
nary Shares at par. Redeemable in whole, but 
not in part at the option of the company upon 
six months’ notice at 102 and interest on Feb- 
ruary 1, 1922, or on any interest date thereafter. 
Offered for subscription at 100 and accrued 
interest, yielding 6 per cent., by H. M. Byllesb 
& Company, Inc., 111 Broadway, New Yo 


WAYNE COAL COMPANY, $500,000 First 
Mortgage 6% Sinking Fund Gold Bonds, 
dated March 1, 1917, due March 1, 1937. In- 
terest payable March 1 and September 1. 
Authorized issue, $7,000,000; outstanding, $500,- 
000; Reserved for additions, acquisitions and 
improvements under appropriate restriction, 
$6,500,000. Denominations, $100 and $1,000. 
Coupons registerable as to principal. Redeem- 
able on any interest period at 105 and interest 
upon thirty days’ notice. Offered subject to 
prior sale, with 50% stock bonus, at 9714 and 
interest by Duquesne Bond Corporation, 115 
Broadway, New York City, N. Y. 




















Bond Inquiries 





Two Bonds ra 

M. C., Elmhurst, L. I—United States Rub- 
ber 5s are protected by an ample margin of 
safety, and are well secured. They may be 
classed as a reasonably good investment, there- 
fore, but we favor them less than other more 
seasoned bonds, which are the obligations of 
companies of better records than U. S. Rubber. 

Bush Terminal 5s may be ranked with the 
best of the second grade bonds. ‘These bonds 
are not secured by a direct first lien, but they 
have back of them extremely valuable col- 
lateral, and as the record of the company 
shows a substantial margin of safety earned in 
recent years, we should rate these bonds as 
a conservative business man’s investment. 
Their position should improve with time. 





City of Paris 6s 

L. R. G., New York City.—There are listed 
on the New York Stock Exchange City of 
Paris 6% 5-year gold bonds. The proceeds 
of this loan are to be used to reimburse the 
City of Paris for the very important and un- 
usual expenditures to which it has been sub- 
jected for more than two years, for the al- 
leviation of suffering caused by the war, to 
provide for additional similar expenditures 
and for other municipal purposes. The bonds 
are a direct lien of the City of Paris, France, 
but not a mortgage. The loan is the only 
external loan of the City of Paris. It was of- 
fered in October! 1916, by Kuhn, Loeb & Co., 
New York, at 9834, and interest, at which price 
the bonds net 6.30%. In addition there is a 
possibility of a very substantial profit in ex- 
change in view of the option to collect the 
principal and interest of the bonds in Paris at 
the rate of Fes. 5.50 per dollar. If at maturity 
the rate of exchange should be Fes. 5.18 (the 
normal rate before the war), the principal of 
these bonds payable in France would equal in 
dollars about 106%. The bonds are now sell- 
ing on the New York Stock Exchange at 
around 94. Their decline has been due to a 
variety of causes, chief among which is the ex- 
pectation that the new issues of foreign loans 
in this country at higher interest rates than 
previous loans, will necessitate a readjustment 
of prices of the previous loans. There is of 
course a certain amount of speculative risk in 
these bonds, but we regard them as very at- 
tractive. The repudiation by France of her 
national debt would not necessarily mean a 
repudiation of this loan, which is a direct obli- 
gation of the City of Paris as a municipality, 
and has no connection with the government 
obligations. 


~ 


Hudson & Manhattan Bonds 
G. H. W., Philadelphia, Pa—The position of 
Hudson & Manhattan Adjustment Income 
bonds is of course very speculative. Doubtless 
at the current price the bonds discount a great 
many unfavorable factors. In a general way 
we hardly suggest your averaging up on your 


purchase now. It is never a good plan to 
average on stocks or bonds when the price is 
going against you. The time to average is 
when there is a favorable turn in the situation. 
That turn has not yet been reached by the 
Hudson & Manhattan company, for the future 
holds the uncertainties connected with the pro- 
gram of expansion. Therefore, while it would 
probably -be to your advantage to hold the 
bonds you have, we do not suggest that you 
purchase any more of them. 





No. States Power 5s 


K. M. A., Clarksburg, W. Va.—Northern 
States Power 5s are to be secured on the 
entire system of the company, subject to 
$7,623,000 prior lien. The earnings show a 
wide margin of safety over the interest on the 
bonds. The company is a very ably and ef- 
ficiently managed utility corporation, and its 
growth has been steady and rapid in recent 
years. We are disposed to regard the bonds 
as a very attractive and conservative business 
man’s investment, and can recommend them as 
entirely safe. 





So. Ry.-East Tenn 5s 

L. B. R., Baltimore, Md.—Southern Railway, 
East Tennessee Reorganization Mortgage Gold 
5s are well secured by valuable parts of the 
Southern Railway system, are protected by a 
substantial margin of safety, and are entitled 
to a strong investment rating. Apart from the 
position of the bond market in relation to the 
probable issue of a large “government loan, 
these bonds may be gegarded as a very con- 
servative purchase for permanent investment 
at the present time. The point is that bond 
values generally are likely to undergo a read- 
justment as a result of the government financ- 
ing, and by waiting you might be able to get 
this or other high grade issues at considerably 
lower prices. 


Chic., Rock Island & Pac. 4s 

Cc. D. A, Toledo, Ohio—Chicago, Rock 
Island & Pacific 1st & Refunding 4s may be 
considered a conservative, business man’s invest- 
ment. These bonds will doubtless work into 
a stronger position, and should sell at a 
higher market price as time goes on. Neces- 
sarily, they are not seasoned as _ yet, 
and that makes against them. Judging by 
the earning ability of the Rock Island Rail- 
road, however, we believe these bonds may be 
regarded as safe from the standpoint of prin- 
cipal and interest. 








National Properties 5s 
K. M. A., Clarksburg, W. Va.—National 
Properties Collateral 5s is a rather speculative 
bond, althought its position has been greatly 
improved on account of the acquisition: by the 


National Properties Co. of control of the 
American Railways Co. We hardly favor 
these bonds, however, as a permanent in 
vestment. 
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Cities Service’s 1916 Report 


Large Gains in Gross and Net—Company’s Strengthened 
Physical and Financial Position—Investment Position of 
Preferred and How Common Stock Should Be 
Regarded 





By ARTHUR CONANT 





ITIES SERVICE COMPANY 
might well be called the Bethle- 
hem Steel of the public utilities. 

About two years ago when THE Mac- 
AZINE OF WALL STREET called attention 
in these columns to the securities of this 
company, the common stock was selling 
around 94. In the war-panic of 1914 the 
common stock bore its part in the general 
decline in security values, but since the 
opening of the Stock Exchange Cities 
Service common has reached sensa- 
tional levels. 

In June of 1916 the common stock 
made its high record of 350 and at this 
writing is hovering in the vicinity of 
295 which represents a gain of more 
than 300% over its price of two years 
ago. 

Bethlehem Steel’s great rise was due 
to its war business while Cities Service 
common boomed market-wise chiefly 
through the magic of oil. The com- 
pany’s annual statement which has just 
been issued, shows to what extent the 
company’s earnings were the result of 
its oil operations. Of the 1916 gross 
earnings, which totaled $10,110,342, oil 
producing and refining operations con- 
tributed $4,537,227, or approximately 
45%, as compared with $213,788 from 
the same sources during 1915. 


The Annual Statement 


As the annual statement for 1916 is 
by far the best the company has ever 
issued, it is worth careful considera- 
tion at this time. 

The feature that naturally attracts 
the attention first is the great increase 
in gross earnings, the $10,110,343 
shown being 126% greater than the 
$4,479,800 shown for 1915. Even more 
striking, however, was the 1916 net to 
common stock and reserves, which 
totaled $7,202,301, as against $2,246,939, 





equal to a gain of 220%. The balance 
for the common is equivalent to 36.74% 
on that issue, whereas in the previous 
year the common stock earned 15.27%. 
Table 1 which accompanies this article 
summarizes the earnings of last year 
and compares them with the earnings 
for 1915. Table II shows how Cities 
Service income statements have ex- 
panded since the company’s incorpora- 
tion in 1910. In addition to oil earn- 
ings last year the earnings of the com- 





CITIES SERVICE — BID PRICE OF STOCK 
1910 | i911 | 1912 | 1913] 1914 | 1915 | 1916] 1917 








pany’s utilitary subsidiaries showed a 
large increase, the total from that 
source being $5,573,116, as compared 
with $4,266,013 for 1915. 

The report states that there is every 
reason to expect a continued increase 
in the earnings both in the utilities and 
in the oil properties in which the com- 
pany is interested. 

The sale of securities completed or 
arranged for during the year totalled 
$53,892,800 in addition to which fur- 
ther securities became outstanding 
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through exchanges or in the payment 
of dividends totalling $21,018,693. De- 
tails are given concerning the purpose 
of each issue, and attention is called 
to the fact that the funds received have 
been so profitably employed in the de- 
velopment of the company and subsidi- 
aries that the rate of net earnings 
upon all securities outstanding in the 
hands of the public has increased from 
7% to 11% in the past year. 

In addition to the usual financial 
statements found in annual reports, 
Cities Service Company has adopted 
the policy of showing also a combined 
statement of the assets and liabilities 
of all the subsidiary companies. The 
aaa 

TABLE I 


CITIES SERVICE 1916 INCOME COM- 
PARED WITH 1915 ; 











Calendar Calendar Per 
Year 1916 Year1915 Cent. 

Gross Earnings.. $10,110,342 $4,479,800 125.6 
Expenses ....... 239,390 172,856 384 
Net Earnings.... $9,870,952 $4,306,944 129.1 
Sere 258,960 490,000 .... 
Net to Stock.... 9,611,992 3,816,944 1518 
Preferred Div.... 2,409,690 1,570,005 53.4 
Net to Common 

and Reserves.. $7,202,302 $2,246,939 220.5 
Per Cent. 

ee eee *17.4 14.59 
Per Cent. Earned 

~ >). 36.74 15.27 





*Preferred Stock Outstanding Increased from 
$26,168,426 to $57,772,776 in 1916. 
A 


balance sheet of the holding company 
shows $3,176,063 of current assets as 
against $586,367 of current liabilities 
and the company has no funded debt 
aside from $73,328 of 5% Debentures, 
the holders of which have not availed 
themselves of the conversion into stock 
privilege. The combined statement of 
assets and liabilities of all subsidiaries 
reveals current assets of $23,374,632 as 
compared with current liabilities of 
$16,680,086. The holding company 
shows cash of $2,026,517, with an addi- 
tional $4,333,430 cash held by the sub- 
sidiaries. The total surplus accounts 
of the subsidiaries amount to $26,126,- 


470, and of the holding company $11,- 
401,542. . Sisal 

The extent of the operations of the 
companies controlled by the Cities 
Service Co. is shown by the statement 
of gross earnings of all the companies 
last year which totaled $48,052,573. Net 
earnings aggregated $19,143,927. 

An interesting phase of the report is 
the statement that 1916, not only 
showed the most rapid growth of the 
business in the history of the electric, 
traction and artificial gas properties, 
but the prediction is made that the 
business for the present year will far 
outstrip this record. 

During 1916 the subsidiaries of 
Cities Service Company made large 
additions to plant, expending for this 
purpose $12,926,069. Despite these in- 
creases, power demands compelled the 
placing of orders for additional tur- 
bine capacity for the electric proper- 
ties aggregating 200,000 horsepower. 
This includes 67,000 horsepower for 
Toledo, 22,000 for the Trumbull Public 
Service Company at Warren, Ohio, 16,- 
500 each for the Denver Gas & Electric 
Light Company and Empire District 
Electric Company, with headquarters 
at Joplin, Mo., and 11,000 for the Lor- 
ain County Electric Company, at Elyria, 
Ohio, together with smaller units for 
almost every other electric property. 

As indicative of the growth of in- 
dustrial power, the report particularly 
calls attention to several of the Ohio 
properties. For instance, the Mas- 
sillon (O.) Electric & Gas Company 
doubled its generating capacity in 
1914, again in 1915, and now has equip- 
ment ordered which will double the 
present capacity. Similar cases of in-: 
creases are those of the Trumbull Pub- 
lic Service Company, and the Lorain 
County Electric Company, the former 
having increased its generating station 
three times, and the latter having 
doubled it in the last year. The output 
at Toledo is now practically three times 
as great as when Cities Service Com- 
pany became interested four years ago, 
and a new power station is under con- 
struction, the initial installation being 
54,000 horsepower. 

In reviewing conditions in the oil 
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properties, the report states that the 
subsidiaries engaged in producing, 
transporting, refining and marketing 
oil have become very important and 
exceedingly profitable. At the begin- 
ning of 1916 the oil production was 
about 4,000 barrels daily, while at the 
end of the year the subsidiaries were 
marketing and storing approximately 
28,000 barrels daily. Refineries have 
been acquired with facilities for handl- 
ing 30,000 barrels of crude oil daily, 
which, together with the pipe line sys- 
tems have a total oil storage capacity 
of 3,200,000 barrels. 

Cities Service Company is paying 


ly. For the calendar year the preferred 
dividend was earned four times and 
the balance available for the common 
stock amounted to 36.74%. 

Stockholders are asked at the an- 
nual meeting to ratify an amendment 
to the charter insuring certain protec- 
tion to preferred stockholders, and 
also to increase the authorized amount 
of preferred stock from $60,000,000 to 
$100,000,000 and the common from 
$40,000,000 to $50,000,000. 

In conclusion, then, it would seem 
that the preferred stock of the com- 
pany is sufficiently well buttressed as 
to earnings as to be entitled to a sound 


——[{[{[_———z—>—z{[-_—>—>>_—z[_}_—>—>>—zE[_————EEEEEEE 
TABLE II 


SIX-YEAR ANALYSIS OF CITIES SERVICE’S INCOME STATEMENTS 








1916 1915 1914 1913 1912 1911 

Cee  cccuantvanns $10,110,342 $4,479,800 $3,934,453 $2,172,411 $1,190,767 $965,876 
BORED sccccasts 239,3 172,856 116,908 83,348 17,034 43,844 
Net . 9,870,953 4,306,944 3,817,545 2,087,063 1,113,733 922,032 
EI RE 258,986 490,000 420,000 nee. = eésenens: - “cowene 
DD: ecanwasess 9,611,992 3,816,944 3,397,545 1,964,001 1,113,733 922,032 
Earned on Pfd 17.4% 14.59% 12.46% 12.96% 11.02% 10.61% 
Paid on Pfd...... [,— 6% 6% 6% 6% 
Earned on Com.. 36.7% 15.27% 14.66% 11.31% 7.01% 8.18% 
Paid on Com..... aan... Seheues 3% 5% 4% 3% 

oe 2,246,937 1,290,503 588,797 289,597 253,785 


Year’s Surplus .... 


*Also 9% in Debenture Scri 
tAlso 3% in Convertible De 


Exchangeable in Cash for Deferred Dividends. 
mtures and 6% in Common Stock. 








6% dividends on its preferred stock; 
and last year re-established a cash 
dividend of 6% on the common stock 
beside paying 2% in common stock 
September 1 and 4% in common stock 
December 1. At the present time 
stock dividends on the common are be- 
ing paid at the rate of 6% and the com- 
pany announces its expectation of in- 
creasing this dividend by 3% each year 
so long as the earnings justify the con- 
tainuance of this policy, these stock 
dividends being in addition to the regu- 
lar cash dividends of 6%. Cities Serv- 
ice Company dividends are paid month- 


investment rating. At 89 it yields 
6.7% on its present 6% dividend rate 
which is a good return for an issue of 
this type. 

The common at 295 is another prop- 
osition. As the great increase in the 
market value of the common was due 
chiefly from the oil earnings of the 
company, it is fair to regard this stock 
at its present price more in the light 
of an oil security than a public utility. 
As such it should be considered more 
speculative than if the earnings on the 
common stock were entirely the result 
of public utility operations. 
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Public Utility Notes 





American jhe @ sage & Telegraph.—Re- 
port, year ended Dec. 31, 1916, shows earn- 
ings of parent company as gross $50,932,051, 
against $46,809,354 in 1915, and a surplus, 
after dividends, of $6,891,090. Balance after 
charges of $38,013,277 is equal to 9.61% on 
395,635,619, compared with 9.09% earned on 

80,477,000 capitalization in 1915. An addi- 
tional $35,400 of this company’s stock has 
been placed on the regular list of the Phila- 
delphia Stock Exchange. 


American Utilities—Report, year ended 
Jan. 31, 1916, shows gross income of $54,- 
675, with net income of $34,929. Profits on 
sales of securities in the year were $103,401, 
which, with the surplus of $36,186, Feb. 1, 
1916, made gross surplus of $174,517. From 
this was paid $42,000 in dividends, and $32,- 
517 added to contingent reserve, leaving sur- 
plus, Feb. 1, 1917, $100,000. 


Calumet & South Chicago Ry.—Report, 
year ended Jan. 31, 1917, shows gross of 
$518,869, being its proportion of the 40% of 
the residual receipts of Chicago Sur- 
face Lines going to Chicago City Rys. 
Co. under the unification ordinance. Total 
income was $544,733, with net income of 
$278,483, or 2.78% of its capital stock. Divi- 


dends of 2%4%, or $250,000, were paid, leav- 
ing, with the previous surplus of 907 Feb. 


1, 1916, a surplus Feb. 1, 1917, of $57,190. 


California Ry. & Power Co. has called a 
special meeting of stockholders for March 
29, 1917, in New York City, for the purpose 
of taking action in regard to the proposed 
plan of reorganization of United Railroads 
of San Francisco. 


Central & South American Telegraph.— 
Report, year ended Dec. 31, 1916, shows 


gross receipts, $3,360,589; operating ex- 
enses, taxes, etc., $820,304; net receipts, 
$2. 5; dividends, $574,260; surplus, 


$1,966,025. 

Cleveiand Electric Illuminating.—The ab- 
normal increase of 101% in the cost of op- 
eration for January, 1917, was due to the 
shortage and consequent high cost of coal 
required for fuel. 


Chicago City Ry.—Report, year ended Jan. 
31, 1917, shows gross revenues of Chicago 
surface lines of $34,789,636, an increase of 
$3,098,874, or 9.78% over the preceding fiscal 
year. Surplus as of Jan. 31, 1917, amounts 
to $187,903. During the year $1,665,000 was 
distributed in dividends. 


Keystone Telephone Co.—The extension 
of this company’s voting trust from Feb. 1, 
1917, to Feb. 1, 1922,, is assured by the as- 
sent of more than 50% of the stock. The 
former voting trust expired on Feb 1, 1917. 
February gross was $127,570, against $117,- 
725 last year, with a surplus, after charges 
of $36,283, against $31,730 in February, 1916. 


Massachusetts Lighting Co. has reported 


net sales of gas and electricity for February 
as $122,400, an increase of $17,693 over 
February, 1916. Net sales for the eight 
months ended Feb. 28 were $959,909, an in- 
crease of $125,651 over the corresponding 
eight months of the preceding fiscal year. 


Milwaukee Electric Ry. & Light.—Report, 
year ended Dec. 31, 1916, a subsidiary of the 
North American Co., shows increase in op- 
erating revenue of the railway department 
was $700,455, or 17.91%, due in a large meas- 
ure to the reduction of the competition of 
the “jitneys” and partly to the increase in 
general activity. The electric and steam 
heat department showed an expansion of 
$288,980. 

Montana Power Co.—Consolidated income 
account, year ended Dec. 31, 1916, shows 
gross of $6,219,148, against $4,231,223 in 
1915, with a surplus, after charges, of $3,- 
083,547. Company’s 1916 surplus of $3,083,- 
547 is equal to 8.18% on $29,407,500 of divi- 
dend bearing common stock, after payment 
of $677,226 in preferred dividends. 


National Properties Co.—Net income for 
year ended Dec. 31, 1916, including its pro- 
portion of undistributed net income of sub- 
sidiary companies, as $812,541, from which 
were paid $63,202 in preferred and $124,570 
in common dividends, leaving a surplus for 
year of $624,768. Previous surplus was 
$792,742, making the total surplus shown in 
the combined income statement $1,417,510. 


North American Co, reported for 1916 the 
largest net income in its history, this being 
$2,161,918, an increase of $357,141 over 1915 
and equivalent to 7.26% on the capital stock, 
compared with 6.05%. 


Pacific Gas & Electric—Earnings from op- 
eration, exclusive of security holdings, were 
equivalent to 24.52% on the original $19,754,- 
000 capital stock of the Chevrolet Co. A 
total of $3,613,521 was expended for con- 
struction and improvement to provide for 
increased output. 

Philadelphia Rapid Transit.—The Phila- 
delphia Stock Exchange has added to its 
regular list an additional $497,000 extended 
voting trust certificates, making a total of 
$24,227,350 

Pacific Gas & Electric.—A recent compila- 
tion of the gas and electric business in Cali- 
fornia showed this company was doing 
50.1% of the artificial gas and 36% of the 
entire electric business in the State. The 
company’s consumers Jan. 31, 1917, num- 
bered 423,149, compared with 403,323 Jan. 
31, 1916, a gain of 19,826. 


Tri-City Ry. & Light Co.—The outstand- 
ing common stock of three subsidiaries of 
this company, controlled by United Light & 
Rys. Co., will be increased to cover recent 
expenditures made on their properties. 
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Detroit Edison 


N. M. B., New York City.—Detroit Edison 
is a company with very high credit and all of 
its securities are in a strong position. The 
5% bonds rank on a par with gilt edged securi- 
ties. The company supplies all the power for 
commercial lighting and industrial purposes in 
Detroit. There are two generating stations 
having a total capacity,of 62,000 k. w. in the 
Delray District of Detroit, with 38 acres of 
land adjacent to it. In the Detroit District 
there are 12 substations having an aggregate 
capacity of 37,030 k. w. The company serves 
5 cities, 37 unincorporated villages, 38 incor- 
porated villages and 13 unincorporated resi- 
dential districts and summer resorts with a 
total population estimated at over 900,900. 

Earnings on the capital stock and divi- 
dends paid have been as follows during the 
last seven years: 


Earned Paid 
Per Cent. Per Cent. 
Piessvexdapeebe 13.72 8 
OR a aris nina utc 13.68 7 
NER EEE 10.52 7 
SSR ree 8 7 
DD cas dadenekhie 7.84 7 
7 ae 8.22 7 
RE ee et 6.93 5 


President Dow, in his annual remarks to 
stockholders in the 1916 report, said: “We 
look for increased business in 1917. The only 
uncéftainty is as to the possible effect of peace 
upon business of the United States—if peace 
shall come during the year. There is no un- 
certainty about the present high prices of coal 
and operating supplies. These prices, if per- 
manent, would require an increase in our sell- 
ing prices. We d) not at this time propose any 
change in our rates for electric service, but we 
will consider raising the price for steam sup- 
ply after midsummer.” 

Stockholders of record Feb. 4 were given 
the right to subscribe at par for new stock to 
the extent of 15% of their holdings. ‘she 
rights expire April 2, 1917. The proceeds of 
the niew stock issue will be used to provide 
part of the funds necessary for extensions and 
improvements to the company’s plants and 
properties. It is the issue of this new stock, 
together with the consideration of higher 
operating costs during the coming year, which 
increased cost of operating is likely to. cut the 
margin of earnings considerably, that has ac- 
counted for the recent decline in the stock. 
At its present price of around 130, with the 
dividend of 8% seemingly assured of contin- 
uance, barring unexpectedly adverse develcp- 
ments. the stock is rather attractive. 





Galveston-Houston Interurban 


B. N. B. New Orleans, La.—Galveston- 
Houston Interurban has been showing some 
improvement in earnings, but not enough “to 


justify particular optimism on the immediate. . 


future of the stock. This company en- 


countered material obstacles to its operations 
in 1915 and in the early part of 1916. There 
was jitney competition in Houston and Gal- 
veston which cut seriously into its transporta- 
tion profits; and, furthermore, the export situ- 
ation at- Galveston was unfavorable, curtailing 
the earnings of the Interurban lines. Earnings 
are now showing a slight increase and the 
trend appears to be upward, but there is not 
much prospect that there will be any decided 
change within the next three or six months. 
The preferred dividends seem to be fairly 
secure, but the stock may not be regarded 
as being a perfectly safe preferred stock in- 
vestment. The semi-annual dividend has just 
been declared and the stock is now quoted 
ex this dividend, 75 bid—80 asked. If safety 
is a prime consideration, we do not suggest 
that you purchase the stock, but if you are 
willing to assume a certain amount of risk, 
we can recommend the stock as a- fairly at- 
tractive semi-speculation for a pull. 





White Motors—Willys Overland 


K. N. A., New Orleans, La.—We are recom- 
mending practically none of the motor stocks 
as investments. Most all of them, however, 
seem to have speculative possibilities for not 
too long a pull, and among these White is 
one of the best. Willys-Overland, considered 
from the same standpoint, also appears to be 
attractive. The motor stocks generally should 
come in for considerable favor this spring, 
and any advance in these issues will doubtless 
be helped along by favorable trade reports, as 
the motor companies should ship a heavy 
amount of cars. The future, however, is un- 
certain because of the rising costs of material 
and labor and increasing competition, etc. We 
suggest that any purchase you may make in 
this group be protected with a stop loss order, 
so that your risk will be limited in the event 
of unexpected and sudden changes in the mar- 
ket situation. 


Capital Traction 


R. C. C., Butler, Pa—Capital Traction Com- 
pany is a substantial organization which has 
been a consistent money maker for a long 
series of years. It is conservatively and well 
managed. The stock is a good investment 
issue and it would be well for you to hold it 
in preference to putting your money into a 
speculative stock like Westinghouse Electric. 
While the latter has very greatly strengthened 
its financial position in the past two years, 
the future is still uncertain. The abnormal 
prosperity which the company has recently en- 
joyed cannot continue indefinitely. _ Its past 
record does not inspire confidence in its ability 
to maintain the 7% dividend rate which has 
recently been inaugurated on the common 
stock; that is, to maintain it without dipping 
‘into surplus when the next period of depres- 
sion overtakes its line of industry. 
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St. Joseph Lead 


A Careful Analysis of Past Performances and Future Pros- 
pects—Earning Power and Book Value of Stock 
—Its Investment Position 





By H. J. MUELLER 





HE St. Joseph Lead Company was 

incorporated in 1864. It owns 

98 per cent. of the capital stock 

of the Doe Run Lead Company, and 

owns Mississippi River & Bonne Terre 

Railway Company, 94 miles main track 

and sidings, St. Francois County Rail- 

road Company, 13_miles, main track 

and sidings, and the Bonne Terre 
Farming and Cattle Company. 

The company and its affiliations own 
about 26,700 acres of land in St. Fran- 
cois County, Missouri. In 1914, the 
company mined 1,993,503 tons of ore, 
which produced 78,640 tons lead from 
32.27 acres. If the same ratio of pro- 
duction holds good it mined about 40 
acres to secure its 1916 output. If only 
10 per cent. of the company’s lands 
are mineral bearing the property has 
a life of 67 years, at the present rate 
of production. 

In the published reports of the com- 
pany, no estimate is made of the prob- 
able life of the property, the 1916 re- 
port, however, states that the aim of 
the company is to have a capital value 
of $20,000,000, with an estimated life of 
20 years, at an annual production of 
2,000,000 tons crude ore, producing 80,- 
000 tons of pig lead. 

Capitalization and Earnings 

The capitalization consists of 2,000,- 
000 shares of $10 par value, outstand- 
ing 1,409,466 shares or $14,094,660. 
The funded debt of the company con- 
sists of $2,500,000 Mississippi & Bonne 
Terre Railway Company bonds due in 
1931, of which there are at present 
outstanding $2,032,000. The sinking 
fund has been enlarged so that this is- 
sue will be paid at maturity. 


The annual report for the year end- 
ing December 31, 1916, shows that the 
company mined 2,431,939 tons of ore, 
which produced 91,073 tons of metal- 
lic lead. It required an average of 
26.70 tons of ore to produce a ton of 
lead, or an average of 74.90 lbs. of lead 
were extracted from a ton of ore. 

The net earnings, less depreciation 
of plant and equipment, for the year 
ending December 31, 1916, were $8,- 








TABLE I 
EARNINGS AND COSTS 
Aver. price of lead, 1916, per ton. $128.46 
Net earning, after allowing e 

preciation of plant and equip... 87.89 

Est. cost of production, per ton... $40.57 

BOOK VALUE OF STOCK. 

Book assets, 1916 report ........ $28,444,727.11 
Current liabilities .............. 3,295,069.90 
Book value of stock ........... $25,149,657.21 
Book of stock per share... $17.843 
1916 INCOME STATEMENT SUMMARIZED 
Income per share, 1916 .......... $5.682 
Mineral depletion fund, per share, 

SUE, vdaciibkede vecsseeusonsvens 2.362 
Available for dividends, per share $3.32 
Dividends from 1916 earnings, per 

SEND Sccvwasien eutecsowuayssoss 1.00 
Undivided profits from 1916 earn- 

| ea $2.32 








004,649.08, equal to $3.29 per ton of ore 
mined; and $87.892 per ton of lead pro- 
duced. The average price of lead sold 
during 1916 was $128.467 per ton, the 
figures being estimated by using the 
amount ($3,330,182.33) put into the 
Mineral Depletion fund under resolu- 
tion shown on page 4 of the 1916 an- 
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nual report, which provides two cents 
per ton of ore mined for every dollar 
in excess of $60 per ton that is re- 
ceived for the sale of lead. 

During the year 1916; there was dis- 
tributed $1.50 per share to stockhold- 
ers, in addition to the regular dividend 
of $1 per share, from surplus accruing 
prior to March 1, 1913. The amount 
set aside for depletion of mineral is 
more than ample to provide new lands, 
if they are available, if not then such 
amount can be returned to the stock- 
holders as an extra distribution. 


Ore Reserves and Mineral Rights 


The company estimates the value of 
its ore reserves and mineral rights as 
$11,937,088.72, equivalent to about $450 


In this table under cost, second col- 
umn, the cost of production is esti- 
mated to be the same as that in 1916, 
which was higher per ton than in pre- 
vious years. The 1916 operations ex- 
ceeded those used in the table by 12 
per cent. For every dollar in increase 
received from the sale of lead under 
the above table it would add 2.8 cents 
per share to the earnings. If the 1916 
basis of operations were used it would 
add 3 cents per share. The lowest price 
received in the last seventeen years for 
lead was in 1914, when it averaged 
$74 per ton. 

Non-Mining Properties 

In compiling this statement the 

writer made no allowance for the net 








TABLE II 


ST. JOSEPH LEAD’S ESTIMATED EARNINGS ON 80,000 TONS OF LEAD PRODUCED AT 
VARIOUS METAL PRICES. 








Lead Prices Available Per 
(per ton) Cost Profit NetIncome Min. Depr. Fd. for Divs. Share 
$75.00 $40.57 $34.425 $2,754,000 $600,000 $2.154,000 $1.52 
76.00 35.425 2,834,000 640,000 2 194,000 1.55 
77.00 36.425 2,914,000 680,000 2,234,000 158 
78.00 37.425 2,994,000 720,000 2,274,000 161 
79.00 * 38.425 3,074,000 760,000 2,314,000 1.64 
80.00 39.425 3,154,000 800,000 2,354,000 1.67 
85.00 44.425 3,554,000 1,000,000 2,554,000 181 
90.00 49.425 3,954,000 1,200,000 2,754,000 1.95 
100.00 59.425 4,754,000 1,600,000 3,154,000 2.23 
110.00 69.425 5,554,000 2,000,000 3,554,000 2.51 
120.00 79.425 6,354,000 2,400,000 3,954,000 2.80 
130.00 89.425 7,154,000 2,800,000 4,354,000 3.08 
per acre for the land owned. Since the earnings, received from the non-min- 


company only mined about 40 acres in 
1916, the value placed by the company 
on this land would be $18,000, whereas 
the company in 1916 set aside an 
amount equal to 28 per cent. of its to- 
tal value of ore reserves and mineral 
rights. A good portion of this money 
no doubt will find its way eventually into 
the pockets of the stockholders through 
extra distributions. 

Assuming that the company oper- 
ates on the basis as outlined in its pol- 
icy reported in the 1916 report, the es- 
timated earnings of the company, with 
lead selling at the prices shown in the 
first column of table II, are shown in 
that table. 


ing properties, that went into the 
treasury of the St. Joseph Lead Com- 
pany, as they were not separately 
shown on balance sheet, however, as 
shown in the 1914 and 1915 reports, 
they were inconsiderable when com- 
pared with the earnings of the mining 
properties, and if the figures had been 
considered they would not have made 
much of a change in the estimates out- 
lined. 

It will be seen from the estimates 
compiled, that, should lead sell at 
the lowest level the company could 
still pay dividends of $1 per share, its 
present rate, and put over 50 cents per 
share into surplus and besides have ac- 
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cess to the mineral depletion fund for 
distribution to stockholders. With lead 
selling at war prices the company can 
easily distribute $2 to $3 per share in 
extras. 


Prospects for 1917 


The year 1917 bids fair to break the 
record in prices received for lead. If 
the published quotations continue to 
reflect the prices paid for lead the com- 
pany must have earned at the rate of 
$1,000,000 net, before allowance for 
mineral depletion, per month for Janu- 
ary and February of this year. Lead 
is now quoted at this writing $9.75 per 
100 or $195 per ton. With 9 cent lead 
the company should earn well over a 
million a month on the 1916 output 
basis of operation. 

Management 


The management of the company is 
in excellent hands and the property is 
carefully operated, the company has no 
financial difficulties ahead, as the only 
funded debt will be retired by opera- 
tion of sinking fund. 

. Considering the past history of the 


lead market, the writer feels that it is 
fair to assume that the average price 
of lead in the next five years can, 
very conservatively estimated, hardly 
go lower than $80 per ton; at this fig- 
ure the company could easily pay its 
present rate of $1 per share and also 
distribute an extra $1 out of the min- 
eral reserve fund. 


As an Investment 


From an investment standpoint the 
stock at the present price as quoted, 
$18 to $19 seems cheap, as no matter 
what happens to the lead market the 
company can still go on distributing at 
least $2 per share per annum to the 
stockholders. 

The writer feels that everything 
considered the stock of the company 
is an investment, not to be compared 
with the general run of mining stocks, 
and that the best time for the stock- 
holders is yet to come. The company 
for the first quarter of 1917 will pay 
its regular dividend and 50 cents per 
share extra, which is at the rate of $3 
per annum or 30 per cent. on par. 





SOME APPRECIATIVE 


AND APPRECIATED OBSERVATIONS 


FROM OUR READERS 


As a subscriber I want to congratulate you on the able manner your maga- 


zine is being handled. 


It stands at the very head of the game in this country, 


and you have reason to be proud of your success. 





I am the lucky possessor of all volumes of your magazine from No. 1 to 


No. 17. 





Find enclosed check for $5.00 covering renewal subscription to your maga- 
zine. I am glad to be able to say that I have enjoyed and appreciated the very 
able articles, and have also learned a great deal from the Magazine of Wall Street. 





I have received two very long reports from you on my investments. 
you very much for your exhaustive reviews. 


several of the bonds. 


I thank 
I have learned quite a little on 


Hardly expected you to go into such details on each one. 


I will endeavor to follow your good advice. 





The immediate success of your journal must be a matter of genuine satis- 


faction. 
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Mining Notes 





Ahmeek Mining Co.—In February pro- 
duced 2,261,356 pounds of copper, compared 
with 2,411,329 pounds in January, 1917. 


Alaska Gold Mines.—In February milled 
150,000 tons of ore, averaging $1.35 a ton. 
The percentage of extraction was 83%; loss 
in tailings, 22 cents a ton. This compares 
with 173,000 tons of ore milled in January, 
averaging $1.24 a ton; percentage of extrac- 
tion, 81.95%; loss in tailings, 22 cents. 


Allouez Mining Co.—In February pro- 
duced 742,250 pounds of copper, compared 
with 861,413 in January, 1917. 


American Smelting & Refining Co.—The 
plan to exchange its first mortgage 5% bonds 
for the Series B 5% preferred stock of the 
American Smelting Securities Co. has been 
declared operative. About 80% of the out- 
standing $30,000,000 stock has been depos- 
ited under the exchange plan, and the offer 
is still held open, subject to withdrawal 
without notice. 


Butte & Superior Mining Co.—The out- 
put for February at the Butte & Superior 
mill was 48,500 tons of ore, from which was 
made 14,000 tons of concentrates and the 
zine in concentrates amounted to 13,700,000 
pounds. In January ore handled amounted 
to 49,000 tons, from which 13,000 tons of 
concentrates were realized and 13,000,000 
pounds of zinc in concentrates produced. 

Calumet & Arizona Mining Co.z-The New 
York Stock Exchange has admitted this 
company’s capital stock to the list. This 
company in February produced 5500,000 
pounds of blister copper. 

Calumet & Hecla Mining Co.—In February 
produced 6,230,533 pounds of copper, com- 
pared with 6,576,868 in January, 1917. 

Centennial Cop Mining Co.—In Febru- 
ary produced 151,759 pounds of copper, com- 
pared with 163,841 in January, 1917 

Champion Copper Co.—A dividend of $6.40 
a share was declared, making $100 since 
Feb. 21, 1915, when payments were resumed, 
following suspension from Oct. 15, 1913. The 
7 ae payment, $6.40 was made Feb. 26, 


Chile Copper Co.—Has completed plans 
for an issue of $35,000,000 bonds. 

Consolidated Arizona Smelting Co.—In 
1916 turned out 989,139 pounds of copper, 
5.972 ounces of gold and 150,012 ounces of 
silver. This was about double the yield of 
the previous year. Of the copper output 
5,829,500 pounds came from the company’s 
Own muines. ° 

_Copper Queen Consolidated Mining Co— 
Filed notice at Albany, N. Y., of an increase 
in capital stock from $2,000,000 to $5,000,000. 

Federal Mining & Smelting Co.—The re- 
port for year ended Dec. 31, shows gross 
earnings of $5,204,513, an increase of $2,- 
421,854 over the preceding year. Net earn- 
ings, after deducting operating expenses, de- 


preciation, etc., were $868,198, an increase 
of $557,831 over 1915. Deducting from the 
net earnings preferred dividends amounting 
to $509,409, the balance, $358,789, is equal 
to 5.97% on the $6,000,000 common stock, 
compared with a deficit last year. 


Gila Canyon Consolidated Copper Co.— 
Has reported a strike of sulphide ore, sam- 
ples of which run 7.8% copper, $2 in gold 
and nearly one ounce silver per ton. This 
property of 16 claims, 330 acres, is in the 
Troy district, Gila County, near the prop- 
erties of the Troy-Arizona Copper Co. The 
property has been under development for 
4% years. 


Green Cananea Copper Co.—Produced in 
February 5,100,000 pounds of copper, 144,610 
ounces of silver and 815 ounces of gold, 
compared with January’s production of 5,- 
700,000 pounds of copper, 156,690 ounces of 
silver and 770 ounces of gold. 


Granby Consolidated Mining, Smelting & 
Power Co., Ltd.—In February produced 2,- 
580,288 pounds of copper, 1,968,426 pounds 


of which were from Anyox and 611,862 from 
Grand Forks, compared with 2,946,476 
pounds in January, of which 2,319,502 were 
from Anyox and 626,975 from Grand Forks. 


Globe Dominion Copper Co.—Announce- 
ment was made of the flotation of this com- 
pany, whose property adjoins that of the 
Old Dominion Copper Co. Work already 
done shows the veins commercially produc- 
tive, according to the report of Sydney H. 
Ball, mining geologist. 

Homestake Mining.—Report, year ended 
Dec. 31, 1916, shows net earnings amount- 
ing to $1,823,528, a decrease of $522,017, com- 
pared with 1915. The net earnings are equal 
to 7.26% on the $25,116,000 capital stock, 
against 9.33% earned on same capitalization 
previous year. Dividends to the amount of 
$2,210,208 were distributed in 1916. 

Isle Royale Copper Co.—Income account, 
year ended Dec. 31, 1916, shows: Copper 
sold, $3,209,537; silver sold, $53,086; net 
profit, $1,396,655; deficit after charges and 
dividends, $211,164. 

Kerr Lake Mining Co.—Produced in 
February 206,474 ounces of silver, compared 
with 215,206 ounces in January, 190,160 
ounces in December, 215,840 ounces in No- 
vember and 210,073 ounces in October, 1916. 

Kirkland Gold Mining Co.—Capitalized at 
$2,000,000, has been formed to operate in the 
Kirkland Lake region. The property, 160 
acres, was purchased from George Tough 
and associates, and is in the vicinity of the 
Teck-Hughes and McKane. A million shares 
of the stock of the new company was paid 
for the property, this stock being pooled for 
two years. 

Mohawk Mining—This company in 
February produced 1,194,163 pounds of cop- 
per, compared with 1,195,941 in January, 
1917. 
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New Idea Quicksilver Mining Co.—Has 
declared a quarterly dividend of $1, payable 
March 31 to stock of record March 24. The 
five previous dividends were $1 each. This 
dividend was more than earned in the first 
two months of 1917 alone. Price of quick- 
silver has been advanced from $105 to $115 
per flask. 


Nipissing Mines Co.—Production for 
February is valued at approximately $271,- 
527, showing a profit of $192,873, compared 
with production in January valued at $173,- 
989, with a profit of $92,249. 

Nichols Copper Co.—Despite reports to 
the contrary, this company’s refinery at 
Long Island City has been running. Work- 
ers to the number of 475 returned to the 
plant, leaving more than 1,000 still out on 
strike. Wages were voluntarily raised in 
1916, the increase amounting to something 
like 8 cents an hour. 

Old Dominion Co. of Maine.—Smelter 
output in February totaled 2,695,000 pounds, 
compared with 3,000,000 in January. The 
company has declared a quarterly dividend 
of $3 a share, payable March 30 to stock of 
record March 14. 

Osceola Consolidated Mining Co.—Pro- 
duced 1,495,058 pounds of copper in Febru- 
ary, compared with 1,513,942 in January, 

Phelps, Dodge & Co., Inc.—1916 balance, 
after depreciation of $21,974,263, is equal to 
48.33% on $45,000,000 capital stock, com- 
pared with 21.6% earned on the same capi- 
talization in 1915. 

Quincy Mining Co.—1916 net profits of 


$2,758,659 are equal to $25 a share on 110,000 
shares of capital stock, compared with $17 
a share in 1915. 

Superior Copper Co.—This company in 
February produced 185,888 pounds of cop- 
per, compared with 318,798 in January, 1917. 

Tamarack Mining—This company in 
February produced 529,315 pounds of cop- 
per, compared with 585,328 in January, 1917. 
Stockholders voted to sell the assets of the 
company to the Calumet & Hecla Mining 
Co. for $3,600,000, or $60 a share. There 
were 48,061 shares voted in favor of the sale, 
more than the three-fifths required. 

Tuolumne Copper Mining Co.—Report, 
year ended Dec. 31, 1916, shows production 
of 26,371 tons of ore, from which were real- 
ized 1,403,999 pounds of copper, 76,245 
ounces of silver and 109 ounces of gold. 

United States Smelting, Refining & Min- 
ing.—For the 12 months ended Dec. 31, 1916, 
the company earned something under $10,- 
000,000 net—the best showing in its history. 

Utah Consolidated Mining Co.—1916 net, 
after taxes of $1,927,177, is equal to $6.41 a 
share on 300,000 shares of capital stock out- 
standing, compared with $3.76 a share earned 
in 

United Zinc Smelting Corp.—Is producing 
spelter and lead to capacity, now that the 
severe weather is past. The company re- 
ports an urgent demand for spelter, espe- 
cially of the higher grade, which sells at 15 
cents a pound and over, and of which half 
its production is constituted. The new 
smelter and acid plant will be completed and 
in operation about May 1. 








SUGGESTIONS IN REGARD TO INQUIRIES 


The very heavy volume of inquiries which this publication is now receiving 
makes it necessary to ask our subscribers to co-operate with us in order that we 
may maintain and improve the high quality of service which the Investors’ Per- 
sonal Service Department renders to our readers. We therefore suggest that: 

(1) Not more than two or three inquiries be submitted at one time. Occa- 
sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner in which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 
mediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear 
the writer’s name and ad 

(3) Enclose stamps or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our 
readers and those inquiries which conform with them will receive first atten- 
tion. - 

When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we shall be pleased to submit an estimate of the special 
charge for such work. 
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Mining Inquiries 





Butte Detroit 


E. B. P., Cambridge, Mass.—Butte Detroit 
Copper & Zinc is now under very responsible 
management, but the company has a legacy of 
a discreditable promotion in the Ophir Mine, 
formerly owned and developed by the Butte 
Central Copper Co. It is stated that the com- 
pany paid for control of the stock of the State 
Central Mining and Milling Co., 900,000 shares 
of its own stock. The latter company has a 
bond issue of $300,000 outstanding as a prior 
lien against the Ophir Mine, and experts figure 
that the equities left for the stock are very 
small, to say the least. The Butte Detroit 
Co. is capitalized for $2,500,000, par value of 
shares $1. The stock at its present price rep- 
resents a valuation on the property of nearly 
$3,500,000, exclusive of 000 bonds of the 
subsidiary company and of the stock of that 
company not controlled, the amount of which 
is not stated. The management has met with 
some success in the further development of the 
Ophir Mine and it has also pursued an aggres- 
sive policy in improving and increasing the 
capacity of its mill, enabling it to treat ores 
from other propertes on a profitable basis. 
It is doubtful, however, if these results could 
have been obtained at all if it had not been 
for the condition of abnormal prosperity in 
the zinc industry. The stock must be regard- 
ed as a risky speculation and we do not recom- 
mend its purchase at this time. 





Utah Copper 


M. H. W., New Orleans, La.—Utah Copper 
is likely to go higher, as it is one of the best 
of the copper stocks and has recently shown 
signs of accumulation by important inside in- 
terests. In any further upward move in the 
market the copper stocks should be leader. 





Hecla Mining 

L. R. T., West Allis, Wis—Hecla Mining 
is one of the best of the low-priced copper 
mining issues. The company has a substantial 
tonnage of ore blocked out, is ably managed 
and its earnings are substantial. The com- 
pany also has a large silver production and is 
now benefiting materially from high silver 
metal prices. The stock is selling on some- 


what of a speculative level now, because its - 


price is reflecting an abnormal condition of 
prosperity which exists in the copper and silver 
industries, but as a speculation, it offers good 
possibilities, especially now, since the trend of 
the market for copper stocks is upward, and 
we regard a purchase of it favorably for not 
too long a pull. Hecla is generally classed as 
a copper stock, although it is a comparatively 
important silver producer. 





Nipissing Mining 
A. R., Detroit, Mich—Nipissing cannot be 
termed a “safe” investment, for it is a mining 
stock. No mining stocks are absolutely safe. 
They are practically all speculative. As a 
speculation, however, Nipissing has good pos- 


sibilities. Its properties are located in the 
Cobalt district of Canada and they are the 
best silver mining properties in the district. 
They are old, however, and all of the best 
grade ore has been taken out, but there are 
still large reserves of low grade ore which 
can be profitably mined on present high silver 
metal prices. Since silver prices bid fair to 
remain high for several years after the war, 
at least, the prospects that Nipissing will con- 
tinue to earn big money and pay big dividends 
for some years to come are promising. 





Ray Consolidated 


I. V.. A., Wheeling, W. Va—Ray Consoli- 
dated Copper appears to be in line for a good 
advance if the trend of the market continues 
upward, as now seems likely. We do not 
recommend the stock as a permanent invest- 
ment at its present price, but we think it offers 
attractive possibilities for speculative profit. 
We suggest that if you make a purchase, how- 
ever, you protect it with a stop loss order to 
limit your risk in case of a sudden break in 
the market, due to further serious foreign 
complications. 





Magma. 

K. M. V., Garden City, L. I. N. Y—Our 
latest information regarding the progress of 
development work in Magma mines is that 
the results continue highly satisfactory. Every 
indication is that the newly opened ore bodies 
are very rich ones and of large extent. On 
the basis of what is now known about Magma, 
we feel that the stock is intrinsically worth its 
present selling price or more. There is every 
reason to look for further important develop- 
ments. Magma Copper is the kind of a stock 
to hold regardless of temporary ups and downs 
in the market. It should eventually show a 
very handsome profit. 





Ray and Nevada 


A. A-L., Cleveland, Ohio.—Ray Consolidated 
is in an extraordinarily strong position. The 
company now has reserves estimated at as high 
as 90,000,000 tons, sufficient to insure the life 
of the mine for the next twenty-five or thirty 
years. Many additions and improvements have 
been made to the property during the past 
year, and the construction of another mill is 
under way, which when completed should give 
the company a capacity of 130,000,000 pounds 
a year. 

Nevada Consolidated is one of the copper 
stocks which we are inclined to favor much 
less than Ray, Chino or Anaconda. This stock 
is, however, in a favorable market position 
now. Ore reserves are far less than Ray’s 
and the mine has a shorter life. As an in- 
vestment we cannot recommend the stock at 
this level, and we believe there are better spec- 
ulative possibilities in Ray or some other cop- 
per stocks. 
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Oil 


Notes 





Atlantic Petroleum.—Incorporated with a 
capital of $7,000,000 by Tulsa oil men. Will 
immediately take over the Curtis & Aiken 
properties and the Burke-Hoffield Oil Co., 
with an acreage of about 75,000 and a pro- 
duction of 6,000 bbls. daily. 


Continental Refining Co—Of Oklahoma, 
has acquired interests in 1,260 acres in the 
Bristow field, 160 acres in the Kellyville 
pool, and a substantial acreage in the Bixby 
pool area, in the Mid-Continent field. 


Cosden Oil & Gas Co.—Has declared a 
regular quarterly dividend of 2%% and an 
extra of 24%%, payable March 26 to stock 
of record March 14. This compares with 
34%4% paid in the previous quarter. 


Cuban Oil Co.—Louis E. Waring has been 
elected president of this company, succeed- 
ing Dr. C. Hayes, deceased. 


Eastern Pipe Line.-—Showed a decrease 
in receipts from wells for February, accord- 
ing to the Derrick’s monthly report. The 
runs were 1,652,487 barrels, a decrease of 
231,696, due partly to the fact that there 
were fewer working days. The deliveries 
averaged 123,329 barrels a day, a slight in- 
crease. The runs from all divisions were 
10,931,361 barrels, a slight increase. The 
stock on hand shows a decrease of 337,564 
barrels against an increase of 660,898 in 
January. 


Gulf Oil Corp—Report year ended Dec. 
31, 1916, shows net earnings of $17,893,410, 
an increase of $7,948,278 over 1915; surplus, 
$38,259,783, increase $15,825,736; assets, 
$106,371,846, increase $48,549,544. The 1916 
earnings on the $34,452,000 issued capital 
stock were at the rate of 51.9%, against 
28.8% on $34,427,000 in 1915. 


Independent Refining Co.—The plant and 
business of this company, Oil City, Pa., has 
been sold to a group of Oil City and Emlen- 
ton, Pa., capitalists for $350,000. The com- 
pany had been in operation since 1882. 


Ohio Fuel Sup pply Co.—Has declared a 
quarterly dividend of 244%, payable April 
13 to stock of record March 31. This is an 
increase of % of 1% over the last previous 
quarterly dividend. 


Oklahoma Producing & Refining Co.— 
Filed notice at Dover, Del., of an increase 
Bee stock from $5,000,000 to $10,000,- 


Osage-Hominy Oil Co.—Has listed 1,000,- 
000 of this company’s shares, par value $5, 
on the New York Curb. 


Standard Oil Company of Indiana.—Filed 
notice with the Secretary of State of a meet- 
ing of stockholders at which the company’s 
capital was increased from $30,000; to 
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$100,000,000, the increase being divided into 
$100 shares. At two meetings plans were 
made to enlarge the activities of the com- 
pany in the State. 


Paragon Refining Co.—Has entered the 
Mid-Continent oil fields through the acquisi- 
tion of large oil-producing territory in Kan- 
sas. About $2,500,000 is involved in the 
transactions. 


Prairie Pipe Line.—Has declared the reg- 
ular quarterly dividend of $5 and an extra 
of $5, both payable April 30 to stock of rec- 
ord March 31. 


Pierce-Fordyce Oil Association.—H. Clay 
Pierce, president, announces that the com- 
pany will erect an addition to its oil refinery 
at Fort Worth, Tex., to cost $500,000. 


Pure Oil.—P. J. White, of Oklahoma, has 
paid $50,000 for a 30-day option on control 
of this company. The option is at $26.75 a 
share, par $5. President Michael Murphy, 
of this company, died at his home near 
Philadelphia March 10. 


Royal Dutch.—Has no funded debt. Com- 
mon shares issued amount to $33,336,734. 
There are $11,457,000 4%4% priority shares 
and $603,000 4% preferred shares. The sur- 
plus amounts to $21,500,000. In 1915 the 
company produced 28,400,000 barrels of oil. 


Standard Oil Co. of Ohio.—Has declared 
a regular quarterly dividend of $3 a share 
and an extra of $1, payable April 1. 


South Penn Oil Co.—Filed notice at Har- 
risburg, Pa., of an increase in capital stock 


from $12, 500,000 to $20,000,000. 


Texas Co.—Is anticipating payment of 
$1,200,000 6% notes at par. These notes do 
not finally mature until 1921. They are the 
outstanding part of an authorized issue of 
$3,000,000, which matured annually at the 
rate of $300,000. 


Union Tank Line.—Has placed orders for 
1,000 tank cars with the Standard Construc- 
tion Co. for delivery in 1917 and for 1,000 
tank cars with the American Car & Foundry 
Co. for delivery in the early part of 1918. 
In addition to these orders, Union Tank 
Line will have delivered to it 2,000 cars in 
1917. Declared regular semi-annual dividend 
of $2.50 a share, payable March 24. The book 
value of the common stock as of December 31, 
1915, was $107 a share. The average earnings 
of the company for a three-year period from 
1913 to 1915, inclusive, amounted.to 8.22% on 
the stock. Its profits in 1916 were very much 
larger than in 1915 when 8.89% was earned. 


Union Oil of California. —In 1916 showed 
net profits of $7,382,722, as compared with 
$2,819,129 in 1915. The amount was equal 
to 21.65% on $34,092,200 capital stock, com- 
pared with 8.26% earned on the same cap- 
italization in 1915. 


























Oil Inquiries 





Ohio Oil 

F. A. C., Portland, Ore——Ohio Oil’s posi- 
tion is affected in no material way from the 
stock market standpoint by the refusal of the 
Secretary of the State of Ohio to grant the 
company permission to increase the par value 
of its capital stock. It would seem that the 
only recourse of the company now is to pay 
out a stock dividend or to make a cash dis- 
tribution of a part of its surplus. In either 
event the stockholder would get the benefit, 
and for that matter the stockholder continues 
to get the benefit even if the company keeps 
its surplus, for if precedent is any criterion 
that surplus will be invested in a way which 
will show large returns. Ohio Oil is one of 
the best of the Standard Oil producing com- 
panies, and we suggest that you hold the stock 
for the time being, at any rate. Of course, 
you must take into consideration that the stock 
is selling on a somewhat speculative level be- 
cause of the abnormal current prosperity in 
the oil industry which has resulted in abnor- 
mal earnings for this as wellyas all of the oil 
companies. This prosperity cannot be ex- 
pected to continue indefinitely. It is impossi- 
ble to predict when the turn in the market 
will come. As long as the current strength 
of the situation in the oil industry continues, 
the prospects of the oil stocks advancing fur- 
ther are good. We therefore suggest that you 
hold your stock, for the time being, and await 
developments, in the meantime keeping a close 
watch on the trend of oil prices and the pos- 
sibilities of an increase in prduction. 


Royal Dutch 


T B. A., Sharon, Pa.—This department does 
not particularly favor the purchase of Royal 
Dutch as an investment at this time. The 
stock may have a speculative rise\but we re- 
gard it as being out of the investment class at 
the present time, because there are so many 
uncertainties connected with its operations. 
The trouble is that this company:has import- 
ant interests in all parts of the world which 
are affected or may be affected by the war and 
political developments. If one is desirous of 
investing in an oil stock, there are plenty of 
companies with their interests centered in 
America which have wonderful futures. 


Standard of Kentucky 


A. T. M., Corsicana, Tex.—Standard Oil of 
Kentucky is now selling at a price which 
pretty nearly discounts the possibilities of the 
immediate future. The company is expanding 
its facilities by the erection of a large refining 
plant, and we have no doubt that in the long 
run this expansion will be justified through 
an addition to the earning power of the com- 
pany such as will make the stock more valu- 
able than it is today. At the same time we 
are advising caution in the investment of 
practically all oil stocks now. There are pos- 
sibilities from the speculative standpoint, pro- 
vided the oil situation continues strong. 








Elm Basin Petroleum 


W. H. M., Chicago, Il_—The Elk Basin 
Petroleum Company was organized in Maine 
with a capital of $2,000,000, divided into 400,- 
000 shares, par $5. It is a producing oil com- 
pany operating in the Elk Basin District in 
Wyoming. The oil in the district is of a 
high grade, yielding 39% gasoline. The com- 
pany is owned by the Midwest Refining in- 
terests. Its production is taken under con-- 
tract by the Grey Bull Refinery. 

An initial quarterly dividend of 244% was 
paid February 1. It is understood that an in- 
crease in this rate is contemplated or at least 
that extras will probably be paid during the 
year so as to bring the total dividend payment 
up to about 15% 

The stock has had considerable of an ad- 
vance, having gone up very rapidly in the last 
week. We now regard it as selling compara- 
tively high, and while it may go higher, we 
hardly suggest a purchase at this price. The 
stock has considerable merit, but it is now 
selling on a speculative level. 





Midwest Refining 

L. R. B., Cleveland, O.—The significance of 
the voting trust agreement for the Midwest 
Refining stock is that the voting trustees are 
placed in a position to direct and control the 
company’s affairs for the life of the voting 
trust. It has been rumored that the voting 
trust was created for the purpose of insuring 
this control to a faction friendly or identified 
with the Standard Oil interests. If that is the 
case, the effect on the stock should be very 
favorable, since the Standard Oil control 
would mean the development of the company 
by Standard Oil methods. 





Merritt Oil 


B. P. S., Buffalo, N. Y.—Merritt Oil has al- 
ready had a very large advance. The stock 
was brought out on the New York Curb some 
weeks ago at $9 a share. While the stock has 
a great deal to recommend it, we are inclined 
to advise caution in purchasing it now, for we 
believe the advance has been taken advantage 
of to distribute considerable stock. 





Sinclair Oil 

G. E. B., Fond-du-Lac, Wis.—Sinclair Oil 
appears to be strongly intrenched. We doubt, 
however, whether it is in a position to weather 
a period of depression such as may be seen in 
the oil industry sooner or later. The future 
of the company necessarily depends largely on 
the continuation of this prosperity. The com- 
pany has had great success with the develop- 
ment of its oil property in Oklahoma, and this 
has swelled earnings. It is embarking, how- 
ever, on an expansive program involving the 
laying of a pipe line to Chicago from Okla- 
homa and the erection of a refinery at Chicago 
and Fort Madison, Ia., calling for the expendi- 
ture of large sums. 
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Pan-American Petroleum & Transport 


H. H. G., Chicago, Ill—Pan-American 
Petroleum & Transport has an authorized 
capital as follows: 7% Comulative Convert- 
ible Preferred stock, par $100., authorized $25,- 
000,000, issued $10,600,000. Common stock, 
par value $50, authorized $125,000,000, issued 
$30,494,750. Through the issue of the forego- 
ing stock, this company acquired $17,500,000 
Mexican Petroleum stock, or 44.63% of the 
total outstanding; $9,035,000 Mexican Petro- 
leum Preferred or 75.29%; $505,000 Caloric 
Company common stock or 58.60% ; $2,900,000 
Petroleum Transport or 96.66% ; $2,623,000 Cal- 
oric Preferred or 65.57%; $10,000 Buena Ve 
Petroleum Co. or 00. Pan-American Petro- 
leum Preferred is too new yet to admit of an 
investment rating being given to it. We con- 
sider the stock very speculative, however, and 
call your attention to the fact that its largest 
holdings consist of Mexican Petroleum stock. 
The preferred stock of the Mexican Petroleum 
Co. must be considered speculative, as the 
probability of the dividend being permanent is 
more or less in doubt, and the common stock 
of this company, of course, has excellent pros- 
pective value, but it pays no dividends now. 
There is a considerable risk, we believe, in 
buying a stock o1 this kind. The Mexican 
Petroleum Co.’s immediate future depends 
largely on the turn of political affairs in Mexi- 
co and this is certainly an indeterminate fac- 
tor. 

However, the dividend is being paid on this 
stock now and is being earned by a fairly 
good margin. It has speculative possibili- 
ties of going higher if the trend of the 
market continues upward, as now seems 
probable, but there are much more attractive 
stocks available for speculation. 





Southern Pipe Line 


M. C., Elmhurst, L. 1—Southern Pipe Line 
earned in 1916 a net profit of $2,354,371, equal 
to 23.54% on $10,000, capital stock, as com- 
pared with 19.66% earned on the stock in the 
previous year. The 1916 earnings fell about 
one-half of 1% short of the dividend require- 
ment and surplus was therefore reduced. As 
the Southern Pipe Line has been taking con- 
siderable out of surplus in previous years, and 
as it has not reduced its dividend to the same 
extent that some of the other Standard Oil 
pipe line companies did, following the Inter- 
state Commerce investigation and report on 
pipe line operations, it is not in nearly as 
strong a position as many of the other com- 
panies. Since it could not earn its 24% divi- 
dends, even under the exceptionally prosperous 
conditions for the oil industry during the 
last year, the outlook is not very encouraging 
certainly. We suggest that you dispose of 
your stock, but at-the present time we do not 
think it would be advisable for you to rein- 
vest in any of the other Standard Oil issues, 
owing to the uncertainties in the market situa- 
tion. ‘ 


Under normal conditions, however, a pur- 
chase of one of the Producing Company or 
Refining Company stocks is far preferable to 
most of the Pipe Lines. The yield in cash 
dividends is not a criterion of the income re- 


. turns on the investment; the stock dividends 


are what count. In fact, the Standard Oil 
stocks, selling on a high yield basis, have usu- 
ally proven the most profitable purchases. 





Continental Refining 


B. P., Marshalltown, Iowa.—Continental Re 
fining seems to be a fairly attractive offering, 
but we do not recommend the stock as a per- 
manent investment. It has some speculative 
possibilities, and if you are in a position to 
buy it and keep very close watch on develop- 
ments, it may prove profitable for you to do 
so. The reason that we do not recommend it 
as a permanent investment is that the company 
is new and its earning power has not been 
tested in a period of depression. Small re- 
fining companies of this character have here- 
tofore been placed in a very unfavorable po- 
sition in times of low oil prices and slackening 
demand. 


American Linseed 
K. G. B., Townsend, Tenn.—American Lin- 
seed has fairly attractive speculative possi- 
bilities. The Company is in excellent financial! 
condition and this fact is always an “asset” 
in an upward movement. The trend of th« 
market appears to be strongly upward and w: 
expect that American Linseed will come in 
for a share in the advance, although we do 
not favor this stock as much as some others, 
particularly the copper and steel issues. The 
American Linseed Company’s management is 
a very conservative one and it is doubtful ii 
they will be induced to start dividends on the 
common stock any time in the near future. 
no matter how prosperous the company is 
The stock must now be considered purely a 
speculation, and purchases of it should be 

protected with a stop loss order. 





Texas Co. 


J. M., Taylor, Texas—Texas Company has 
shown considerable strength in the last few 
days. We know of no special reason why the 
stock should have a large advance in the im- 
mediate future. As we have written you be- 
fore, however, it is an issue of considerable 
merit and eventually should be worth a great 
deal higher market price. We cannot advise 
you as to the immediate speculative movement 
in the stock. If you are a holder of some ot 
it, we suggest that you keep it, but just now, 
owing to the uncertainties in the foreign situa- 
tion, we do not recommend that you purchase 
more of the stock except as a speculation, and 
any commitments in it should be protected 
with a stop loss order. 























Some Active 


Curb Stocks 


Midvale, Magma, United Verde Extension, N. Y. Shipbuild- 
ing, Cramp Shipbuilding, Submarine Boat — Pithy 
Comment on Recent Developments 





By LAWRENCE C. SMITH 





IKE its big and _ well-housed 
brother a little farther up the 
street, the New York Curb 
Market has been enjoying 
quite a little activity in the 

last few days. Bullish sentiment is at 
the bottom of this activity and many 
of the principal issues are currently 
selling at prices which mark the high- 
est attained since the movement be- 
gan. These top prices are all the way 
from five to fifteen points above the 
recent low level. But commingled 
with the bullish sentiment is a rather 
well-defined disposition to await fur- 
ther developments in the international 
situation. 

That the United States is bound to 
become actively lined up with the Allies 
in the European war as this is writ- 
ten does not seem to be doubted 
by anyone. In fact, the belief or feel- 
ing of a vast majority is that we are 
practically in a state of war with Ger- 
many now and that the action of Con- 
gress, when it convenes on April 2 
next, will be one merely confirmatory 
of this. This disposition to wait, to- 
gether with a realization that prices 
have advanced to a pretty high level 
already, is expected to make for cau- 
tiousness in further trading. 

With the reawakened interest in se- 
curities on the curb there has come 
about a good deal of speculation in 
those issues which are regarded as 
most likely to benefit by this coun- 
try’s active participation in the war. 
Such issues are, or more or less easily 
discoverable in the list. They have 
been among the most active ones and 
also the ones which have scored the 
more substantial gains. 


The Disquieting Note 





A rather sudden development which 
was not without its effect and which 


served to add to the general disposi- 
tion to be cautious, was the announce- 
ment that copper producers would 
supply the metal to the United States 
Government for its war preparations 
at about half the price third-quarter 
metal is bringing. The amount of 
copper to the government, 45,510,000 
pounds, is not very large when set 
against the production of even one of 
our large copper companies, and it is 
less than 2 per cent of the 2,400,000,000 
pounds production estimated for 1917. 
The disquieting note about it is the 
effect that this voluntary reduction in 
price, will likely have on other com- 
modities to be supplied to the govern- 
ment. For a while after the action of 
the copper producers was announced, 
the enthusiasm of traders and public 
alike for the industrial list of stocks, 
particularly the munition, equipment 
and copper issues, was noticeably dis- 
sipated. The belief is growing that the 
manufacturers of supplies of all kinds 
will follow the action of the copper 
people and that profits will be limited 
to about 10 per cent. 

Among the larger and more repre- 
sentative issues that are looked upon 
with some favor by the speculatively 
inclined part of the public may be men- 
tioned a half dozen companies in which 
interest is wide enough to warrant in- 
dividual mention and comment. Not 
that there are not other companies in 
which there is considerable interest 
that will likely fare as well or possibly 
even better. 


Midvale Steel 


Perhaps, first and foremost of the 
“outside” issues is Midvale Steel & 
Ordnance. The formation of this com- 
pany and its early corporate history 
needs no recitation here and it will 
suffice, merely, to recall briefly the re- 
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sults of its operations in the first 
operating year ended December 31, 
last. Total earnings were $38,061,276 
and the surplus after paying interest 
on the outstanding bonds, mortgages 
and guaranteed stocks of subsidiary 
companies, together with reserves for 
depreciation, was $32,169,164. This 
showing generally exceeded. expecta- 
tions. The surplus was equivalent to 
32 per cent on the outstanding $100,- 
000,000 of capital stock of $16.08 per 
share reckoned on the $50 par value 
of the stock. The favorable feature 
of the year’s operations was the rising 
tendency in earnings, those for the 
fourth quarter being at the rate of 
approximately $53,000,000 as against 
$37,500,000 for the first quarter. These 
earnings have done much to vitiate 


upon following the policy of putting a 
good percentage of earnings back into 
property and working capital. Mid- 
vale Steel by reason of its large 
facilities and proved quality of pro- 
duction is almost certain to share in 
any new business forthcoming in con- 
nection with this country’s naval and 
military program for offense and de- 
fense. 


Magma Copper 


Among the copper stocks on the 
Curb which are in a favorable position 
with regard to the possibilities in the 
wake of war, largely because of their 
ability to produce copper at relatively 
low cost, are Magma and United Verde 
Extension. The first named, organ- 
ized under Maine laws in 1910, has an 




















SOME ACTIVE CURB STOCKS 
RANGE OF PRICES 
é *1917 1916 1915 
Company Bid Ask High Low High Low 
Eth ndeenedabissectoseseediues 61% 61% 7™ 51% %% 60 
I i ewse cee es ceva’ 44 48 48% 42 sade eee 
Cramp Gitpballding. ......0cccccccccccccccce 80 88 98 73 93 29% 
Magma Copper .............00.0002eeeeeeeee 47 48% 69 13 16% 12% 
United Verde Extension..................... 39% 40% 45 6% 6% 41/16 
Sennen Wi sisikedeceiecss. cas cecceces 23% 24 45 24 53% 13% 
Mek 
the many unfavorable and unfounded authorized capitalization of $1,500,- 


rumors that were circulated following 
the reported disposal of the 400,000 
shares of the stock held by M. H. 
Dodge. The Midvale manufactures al- 
most all classes of steel with the ex- 
ception of tubes, sheets aid tinplate. 
In fact, it is second only to the Steel Cor- 
poration in the diversification of its 
products and capacity. Midvale is 
essentially a “peace” stock in that it 
does not depend on muniticn orders for 
its existence, but it is admirably equip- 
ped for the latter work. The company 
is now at work on armor plate and 
heavy contracts for the government 
and some of its plants will be busy on 
these for the next three years. The 
company declared an initial quarterly 
dividend of $1.50 a share in January 
last. That the company could afford 
to pay more than $6 annually is 
patent, but the management is bent 





000 of which $1,200,000, or 240,000 
shares, of a par value of $5 a share, is 
outstanding. There is no bonded debt. 
Production in 1915 was in the neigh- 
borhood of 6,000,000 pounds and for 
1916, based only on the showing for 
the first nine months, will be about 
8,500,000 pounds. The net profits for 
the nine months amounted to $889,- 
652, equal to $3.71 a share.. The aver- 
age cost of production was about 9.60 
cents for the period. The company 
can easily double its capacity with the 
facilities it has on hand and without 
any additional expense. In 1915, the 
directors of the company initiated 
quarterly dividends of 50 cents a share 
and this rate has been since maintain- 
ed. Up to the end of 1916, the com- 
pany paid out $720,000 in dividends. 
The stock which is selling at the pres- 
ent time around 48% was introduced 
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in the summer of 1915 at around $13. 
It sold up to 1634 towards the end of 
that year, down to $13, in the follow- 
ing July and up to $69 in November, 
1916. The mining properties are lo- 
cated at Superior, Ariz. 


Cramp Shipbuilding 


Cramp Shipbuilding is another con- 
struction company which has an excel- 
lent record back of it and which has 
turned out many notable vessels. Its 
plants have been recently equipped 
with the best facilities, financed out of 
war profits and the management has 
succeeded thereby in putting operat- 
ing cost on a much lower basis. The 
company’s net profits for the year to 
April 30, last, amounted to $1,497,000 
or about 17.8 per cent on the $6,098,000 
of stock. This stock is strongly held 
as revealed recently in the efforts of 
New York and Philadelphia bankers 
to obtain control. The net assets on 
April 30, applicable to the capital stock 
amounted to $11,744,947 or about $194 
a share. The stock is currently sell- 
ing at around 86. 


United Verde Extension 


The United Verde Extension Min- 
ing Co., one of the 1916 copper world 
startlers, was first incorporated in 
1902 in Maine as a reconstruction of 
an older company. In 1912 it -was 
again reorganized under Delaware laws 
and the authorized capital was chang- 
ed to 1,500,000 shares of a par value of 
50 cents or $750,000. There are 1,050,000 
shares outstanding. For several years 
development work was carried on 
with unsatisfactory results and the 
stock sold to a low in 1911 of 30 cents; 
in 1912 to 28 cents; in 1913 to 38 cents; 
and, in 1914 to 32 cents. Eventually, 
however, valuable ore was encounter- 
ed. Production in 1915 was 3,579 tons 
of 43.9 per cent ore, and 6,173 tons of 
17.6 per cent ore, containing about 5,- 
315,000 pounds gross. Production in 
1916, it is estimated, will approximate 
some 25,000,000 to 30,000,000 pounds. 
In the first half of 1916, costs were 
abnormally high, on account of devel- 
opment work, averaging about 14% 


cents, but these have been rapidly re- 
duced, to around 8 cents at the pres- 
ent time. It is estimated that 500 tons 
of ore daily for 1917, of 15 per cent 
ore should yield about 55,000,000 
pounds at a production cost of about 
8 cents. On this basis the company 
should earn $3.75 a share with copper 
at 15; $5.50 a share with copper at 18; 
$6.00 a share with copper at 20 and 
$8.50 a share with copper at 25 and the 
production cost raised to 9 cents. The 
company is paying regular quarterly 
dividends of cents a share. The 
properties are at Jerome, Ariz., and 
adjoin the United Verde properties 
owned by ex-Senator W. A. Clark, 
formerly of Montana. The stock is 
now selling around $38 a share. 


New York Shipbuilding 


Among the shipping stocks there are 
several which occupy a favorable posi- 
tion with respect to participating in 
war business. Three might be men- 
tioned as typical. They are repre- 
sentative in their particular fields of 
construction. The New York Ship- 
building Corporation, which is the re- 
organized New York Shipbuilding Co., 
is controlled by the American Interna- 
tional Corp., International Mercantile 
Marine, W. R. Grace & Co., and Pacific 
Mail Steamship. The yards of this 
company are located at Camden, N. 
J., and are regarded as offering the 
best facilities for construction of war 
and merchant vessels this side of the 
Atlantic. The company has a long rec- 
ord of high efficiency in operating. 
Many battleships have been built by it. 
Capacity was recently increased about 
50 per cent. The company has a capi- 
tal stock of 200,000 shares, no par 
value, and $7,500,000 of first mortgage 
5% sinking fund bonds out of a total 
authorization of $25,000,000. Net in- 
come available for interest and divi- 
dends for year ended Aug. 31, 1916 was 
$1,446,000. The company has placed 
over $36,000,000 of work on its books 
since Aug. 31, last. 


Submarine Boat Corporation 


This company has just completed 
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550 80-foot twin-screw 440 horse- 
power boats for the British Govern- 
ment and is now building similar craft 
for Italy. This company, which took 
over the Electric Boat Co. on a stock 
exchange basis and owns quite a num- 
ber of subsidiaries, is one of the bidders 
for the small submarine boat chasers 
on which the government called for 
bids. Whether it will get any or all 
of the government’s order depends on 
several conditions. The company is 
equipped to turn out 80 foot boats and 
has offered and guaranteed to de- 
liver 200 of them to the government 
by Dec. 31, next. They are a highly 
efficient type of craft, for the purpose 
of sinking submarines for which they 
were designed, but the Navy Depart- 
ment insists on 110 foot boats and 
other construction companies as well 
as Submarine Boat hesitate about 
accepting the contracts under the iron- 
bound guarantees that must go with 
it. Incidentally it is a sad commentary 





on government efficiency and under- 
standing to refuse in a time of urgent 
need, the type of vessel it can get 
quickly and hold out for one of un- 
usual specifications and requiring new 
construction equipment that it may 
not be able to get. The company has 
an authorized capitalization of 800,000 
shares, no par value, 764,680 out- 
standing. In 1916, the company earn- 
ed a balance for dividends of $6,479,- 
449 out of which it paid dividends of 
$4,603,260. The gross business done 
amounted to about $26,000,000 and un- 
finished business at the end of the year 
was about $29,000,000. The stock is 
quoted around 23. 

There are other issues on the curb 
which merit attention on account of 
the possibilities for large profits 
opened up by this country’s probable 
participation, and in which the public 
interest is fairly large, but lack of 
space forbids specific mention of them 
here. 
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Unlisted Security Notes 





American Graphophone.—Francis S. 
Whitten, vice-president of Laird & Co., Wil- 
mington, Del., has been elected president of 
the company. Mr. Whitten will represent 
the du Pont interests, whose holdings are 
now sufficient for control in the management 
of the company. For the purpose of ex- 
panding the company’s operations $2,563,895 
new common stock is to be offered to the 
holders of preferred and common stock of 
record on March 24 at par, on the basis of 
one share of new common for each two 
oa of old preferred and common now 
held. 

Art Metal Construction Co.—Shows the 
net values of the goods shipped as $2,286,842, 
as against $1,172,826 for 1915. he gross 
profits were $778,299, against $413,665, and 
the net profits were $268,083, which com- 
pares with a loss of $168,758. 

Atlantic Steel Co.—For February reported 
earnings from operations, after $5; re- 
serve for interest, amounting to $67,116, an 
increase of $41,537 over the corresponding 
month of 1916. 

Bliss (E. W.) Co.—Report, year ended 
Dec. 31, 1916, shows net earnings, after pre- 
ferred dividends of $10,465,321, equivalent to 
$418.61 a share on the 25,000 shares of com- 
mon stock outstanding, compared with 
$5,432,101, or $217.28 a share, earned on the 
same amount of common stock in 1915. An 
extra dividend of 114% and the regular 
quarterly dividend of 14% on the common 
stock was declared; also the regular quar- 
terly dividend of 2% on the preferred, all 
payable April 2. 

Colts Patent Fire Arms Mfg. Co.—Has de- 
clared an extra dividend of 20% and the 
regular quarterly dividend of 4%, both pay- 
able March 31 to stock of record March 19. 

Central Aguirre Sugar Co.—Has declared 
a regular quarterly dividend of $2.50 a share 
and an extra of $7.50 a share on the common 
stock, payable March 31 to stock of record 
March 26. 


Cambria Steel Co.—1916 net income of 
$25,094,353 is equal to 55.7% on the $45,000,- 
000 outstanding stock, against 14.2% in 1915. 

Dodge Mfg. Co., Mishawaka, Irid.—Earn- 
ings statement, year ended Dec. 31, 1916, 
shows net sales of $2,884,313 and net earn- 
ings of $646,637. Stockholders of this com- 
pany have ratified the purchase of the 
Oneida Steel Pully Co. and the Keystone 
Steel Pulley Co., Oneida, N. Y. 

Du Pont (E. I.) de Nemours & Co.—Has 
purchased the Harrison Paint Co. for $5,- 
700,000 in cash, the purchaser assuming all 
outstanding obligations of the company. 

Dow Chemical Co.—Is producing at the 
rate of approximately 400 Ibs. of 20% indigo 
paste per day. The company has added ad- 
ditional equipment that should give an out- 
put ¢ 20% paste approximating £000 pounds 
per day. 


Goodyear Tire & Rubber Co.—Sales are 
running 70% ahead of a year previously, 
and there is a good prospect that gross for 
the fiscal year to end Oct. 31, 1917, will total 
$100,000,000. Gross for the 1916 fiscal year 
was just under $64,000,000. 

Great WeStern Electro Chemical.—Has 
been permitted by California Commissioner 
of Corporations H. L. Carnahan to sell an 
additional 4,000 shares of its preferred stock 
and to issue 3,400 shares of common, so as 
to net the compan ,000. 

Great Atlantic a acific Tea.—Sales for 
the fiscal year ended Feb. 24, 1917, were $74,- 
662,873, compared with $44,185,283 the previ- 
ous year, an increase of $30,447,590, or 69%. 

Gorham Mfg. Co.—Has ratified the pro- 
posed increase of the authorized preferred 
stock from $2,000,000 to $3,000,000, the new 
stock to be offered at par pro rata to share- 
holders of record at the time of the issue. 

Island Creek Coal.—Has declared the regu- 
lar quarterly dividend of $1.50 a share on 
the preferred stock; also a regular quarterly 
dividend of 50 cents and an extra of $1 per 
share on common stock. 

Lehigh Coal & Navigation.—An additional 
$829, of this company’s consolidated mort- 
gage 41%4% sinking fund bonds, due 1954, 
has been added to the regular list of the 
Philadelphia Stock Exchange. 


Lima omotive.— While there has 
been no official statement issued with 
regard to the earnings of the Lima 


Locomotive Company, it is stated in well 
informed quarters that’ they are still running 
at a subsantial rate. The company is booked 
for the remainder of this year and well into 
1918, with some interests estimating that this 
business will show a balance for the common 
stock of approximately 20% in the current 
fiscal year. : 

Phelps, Dodge & Co.—Has declared the 
regular quarterly dividend of $2.50 and an 
extra of $3.50 a share. Three months pre- 
viously a dividend of $10 extra per share was 
declared. Preliminary steps have been taken 
to effect a unification of all the Phelps, 
Dodge & Co., Inc., subsidiaries beginning 
with the increase of the capital stock of the 
Copper Queen: Consolidated Mining Co. 
from $2,000,000 to $50,000,000. 

Quaker Oats.—Plan of the directors to in- 
crease the capitalization from $19,000,000 to 
$30,000,000 was approved. The new capital 
will consist of $15,000,000 common and $15,- 
000,000 preferred, the former issue being in- 
creased by $5,000,000 and the latter by $6,- 
000,000 new stock. 

Welsbach Co.—1916 balance, after pre- 
ferred dividends of $298,056, is equal to 
8.51% on $3,500,000 common stock, compared 
with 5.33% earned in 1915. 

Westinghouse Air Brake.—Voted to ap- 
prove an increase in capital from $20,000,009 
to $30,000,000. Company has declared a stock 
dividend of 50% and a quarterly dividend of 
$1.75 a share in cash. 
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The Public Turns Short Seller? 


Heaviness in Recent Markets, After Only Moderate Rally, 
Attributed to the Bearish Operations of a Public Newly 
Educated to the Short Side 





By THOS. L. SEXSMITH’ 





OW many erstwhile bullish oper- 
ators in the stock market among 
that great class of people called 
“the public” reached the conclu- 

sion, on reading about the large fortunes 
made on the short side of the market in 
the break of last December, that they had 
been making a grave mistake in always 
taking the buying side, because it seemed 
perfectly obvious that the quick turns, as 
well as the big money, were for those 
who sold short? If one could answer 
this question in any degree of approxi- 
mate accuracy, a recent market mystery 
might be explained away. 


Public Usually on Long Side 


It used to be a common understanding 
among professionals that the public was 
always long of the market. The ques- 
tion, often asked in dull times, “Can the 
public be induced to come in again?” al- 
ways meant to ascertain if the public was 
again in the mood to buy stocks. On the 
answer to that question depends the fate 
of “pools” and large individual manipu- 
lators, because if the public will not buy 
there is no profit to be had in putting 
up the price of stocks. But the public, 
in the role of short seller to any extent, 
has heretofore been unheard of in the 
street. Short sellers there are and al- 
ways have been, but they did not come 
from that numerous body called “the 
public,” whose money makes the Wall 
Street mare go. 

One of the large operators whose deal- 
ings in and out of the market run into 
many thousands of shares annually, re- 
cently had occasion to take stock of the 
position of the public in the market. Such 
investigation, which, by the way, he is 
in the habit of making every now and 





then, and particularly just before he be- 
gins a campaign of importance, helps him 
to get a better line on the market’s tech- 
nical position. The result of his most 
recent investigation was startling to him, 
as well inured as he is to the factor of 
surprise. He found that the managers 
of the various commission brokerage 
houses interviewed were practically 
unanimous in the opinion that the gen- 
eral public was short of the market to 
an extent never before equaled in all the 
previous market experience of these gen- 
tlemen. 
Some Significant Facts 

In order to properly appreciate the sig- 
nificance of this information one must 
know something about the habits of the 
public in the market. In the first place, 
it is always either in the market or out. 
By that is meant that while there is al- 
ways some public interest even in the 
dullest months, because a vast amount 
of securities are held outright and on 
margin by the public at large, yet during 
a long continued period of inactivity the 
‘public is out 6f the market, as far as 
making new commitments is concerned, 
and brokers’ commissions dwindle nearly 
to the vanishing point as a result. Now- 
adays, measuring activity by recent 
standards, it cannot be said that the pub- 
lic is “in,” unless daily transactions aver- 
age well up to the million share aggre- 
gate. The public was in the market last 
fall, just as truly as it was out of it last 
summer. 

Another thing, which is quite com- 
monly accepted as a fact, is that the pub- 
lic isanearly always a loser. This does 
not mean that everyone who speculates in 
stocks loses money, because that is far 
from the truth. Many make money at 
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the business, some very. large incomes, 
year in and year out. But the general 
public, which means the average specu- 
lator, comes out at the short end of the 
horn. In order to make money in the 
market one must exercise something bet- 
ter than a fifty per cent. correct market 
judgment, and must use reasonable busi- 
ness methods in one’s trading. Now, it 
is a fact, proven by the experience of 
the past, that the public is very seldom 
correct in its market judgment. 


The Public in Right at Times 


The reason for this is not far below 
the surface. Once in every few years a 
big bull market comes along. The pub- 
lic, because naturally bullish, and favor- 
ing advancing prices for securities, be- 
comes interested and goes along with the 
current. Its buying, being of a progres- 
ive nature, finally sweeps all along with 
it, and the result is a market like that of 
last fall, a “public market.” So, for a 
time, every four or five years we find the 
public’s market judgment correct. Re- 
call the saying, “Everybody makes money 
in a bull market.” And so everyone does 
until the crash comes, and joy is turned 
to woe. The golden bull is found to have 
feet of clay, but its horns are none the 
less sharp and effective, as many can tes- 
tify with a great deal of vocal vehem- 
ence! 

While it is undoubtedly true that the 
public is sometimes right on the long side 
of the market for a time at least, it is 
equally true that it has never yet been 
known to be right when it took a bearish 
view of things, and even undertook to 
operate on the short side. The explana- 
tion for this is psychological more than 
anything else. 
of misfortune to completely destroy the 
natural optimism of the average human 
being. We are, at least most of us, thanks 
to a kindly Providence, of a hopeful turn 
of mind. We would rather look at the 
doughnut any time, and eat it, also, 
rather than the hole in the middle. 


Why Bulls Turn Bearish 


But there is a limit even to optimism. 
It can be kicked out of us, and several 
continuous months of declining prices, or 
two or three heartbreaking crashes in the 


It requires a whole lot - 


stock market, have a tendency to turn 
the public mind against the possibilities 
of bullishness and to make bears of us 
all. Seeing prices go down so easily and 
steadily day by day, and being called 
upon so often by our brokers for addi- 
tional margin checks, we come finally to 
the opinion that things are going to pot 
generally. 

When we go into the market as buyers 
or sellers, we act upon what we honestly 
believe to be a reasonable ferecast of 
future prices carefully arrived at after 
due and mature consideration. We 
imagine that we are exercising foresight 
of a high order, when, in fact, we are 
using nothing more than hindsight. 
There is a vast difference in the two; one 
is valuable, and may lead to riches or at 
least profit, the other has value only in 
a contemplative way. Hindsight may 
properly be considered as a basis upon 
which to build foresight; but it is never 
a worthy substitute for the genuine arti- 
cle. 

Take the recent market experience of 
the big public which came into the mar- 
ket during the months of November and 
December of last year. Prices had been 
advancing steadily ever since the first 
days of August, and every day the aver- 
age man opened his paper and turned 
to the financial pages he found new rea- 
sons why he should buy stocks. Finally, 
according to his temperament and situ- 
ation financially, he arrived at the frame 
of mind wherein he was ready to make 
the plunge. You remember how as a 
boy you often stood on the spring board 
beside the “ole swimmin’ hole” and hesi- 
tated to make the first dive because of 
fear that the water was too cold. Yet 
somehow you always dove off, although 
you may have often received unsolicited 
help in the way of a none too gentle push 
from some playful pal. But after the 
first “duck all over,” you found that the 
water was fine, and you were glad you 
were in. Getting in the market is very 
much like that. It takes a long time for 
some people to make up their minds to 
take a flyer, as they call it, but it often 
takes longer to get out with a profit. 


The market went up with a rush last 
fall. Those who were slowest to come 
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to the buying point paid about top prices 
for their stocks. Many never saw day- 
light in them again after they had 
bought. Then came the first “peace 
break” in December, and that had hardly 
been digested when along came the sub- 
marine manifesto, and prices gave way 
like so much jelly on a July day. Weeks 
of indifferent recoveries and recurring 
reactions followed. Stocks came up a 
little bit ever so often, only to sink back 
again disectly to around their-old lows. 
To the man who had bought twenty to 
forty points higher up the proceedings 
had all the elements of discouragement. 
Being a bull in the circumstances was a 
thankless job. 


“Leak” Revelations Make Short Sellers 


Then, too, the “leak” investigation tes- 
timony brought out some interesting 
facts for the man in the -market. A few 
wise speculators made some apparently 
easy millions, but their profits were not 
taken on the long side, but came from 
short sales made just about the same 
time that most people were buying so 
confidently. By selling something they 
had never possessed, and making de- 
livery later, when the bottom had fallen 
out of prices, fortunes had been cleaned 
up. It looked easy, to read about it in 
the papers, and it was only a natural 
thing to expect a number to try their 
hand at the short side for the first time 
when they saw that after so many at- 
tempts to ‘again rise, prices apparently 
could not be permanently advanced. 

The result of the large operator’s in- 
vestigation referred to earlier showed 
that the idea that the short side was the 
proper side to be on had taken hold of a 
very large number of speculators. These 
people believed that because prices had 
been going down for some time, and had 
demonstrated that they could go down at 
a much livelier rate than they had gone 
up, that they would continue to do so. It 
was another instance of using hindsight 
instead of foresight. One must not live 
entirely in the past. The future is our 
present concern, and thaf is most cer- 
tainly true of any intelligent interest we 
may have in the stock market. 

Because prices have been going down 
for some time is no good reason that they 





should not turm around and go up again. 
On the contrary, it is an excellent reason 
why they should. But when we go into 
reasons for the making of the market 
turning point we are dealing in fore- 
sight chiefly. But there were other 
causes behind the turn for the better 
which took place recently, and we will 
go into these briefly, as space will per- 
mit. 


Brokers’ Loans Show Shrinkage 


Some facts brought out in the “leak” 
proceedings have been reviewed by the 
writer in former articles. One of these 
was to the effect that in early December 
brokers’ loans had. been expanded to a 
point well beyond prudence, and as the 
result of a realization of this condition a 
number of the more representative 
brokers arranged a meeting for the 
avowed purpose of seeking a way out of 
the dangerous position in which they 
had discovered themselves. Whatever 
the effect of the two big breaks in the 
market which followed had upon the for- 
tunes of the average marginal holder of 
securities, it is a known fact that brokers’ 
loan accounts showed an average reduc- 
tion of approximately 50 per cent. at the 
ending of the first week in February 
under those of the first weeks of Decem- 
ber. 

The liquidation, forced and otherwise, 
worked greatly to the advantage of banks 
and brokers, and placed both once more 
in a much better position with a view to 
future operations. With loans extended 
to the full in December, it was obvious 
that further extension was out of the 
question, and how were prices to be 
further advanced if the money for new 
buying was not forthcoming? The cus- 
tomer, that is the marginal customer, 
would furnish only from ten to twenty 
per cent., of the par value of the se- 
curities bought, and the broker had to ob- 
tain the balance from his banker. As 
long as the latter was satisfied to go 
along, all was well. When he tightened 
up and cautioned brokers to discourage 
further operations, the handwritting was 
already on the wall. 

But in February, with practically one- 
half of the vast fund for speculation once 
again free for re-employment there was 
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another story to tell. The condition of 
the brokers’ loan account is one of the 
factors to be considered when a serious 
attempt is being undertaken to apply 
foresight to the-problem of future price 
movement. 
Particularly Bearish on Rails 

While exceedingly bearish on secur- 
ities in general, it was found in the 
course of the inquiries conducted by our 
friend, the large operator, among the 
various commission houses, that the pub- 
lic, and in particular that portion of the 
public known as-room traders and semi- 
professionals, was more bearish on the 
rails than on the industrial group. It 
will be recalled that the rails declined in 
the February crash to an extent exceed- 
ing the industrials, and that the rallies 
in them had, up to the middle of March, 
been feeble in comparison to those which 
had taken place in other classes of stocks. 

An average of ten railroad stocks, 
which the writer keeps, showed that the 
railroads practically reached their maxi- 
mum high figures for the bull movement 
as early as the first days in October. The 
industrial division advanced steadily for 
another month. From the high point 
registered, the ten rails had declined ap- 
proximately fifteen points by the first 
week in February. At no time thereafter 
did recovery of much more than three 
points take place in these, and for fully 
seven weeks the unusually narrow range 
of that number of points was maintained. 
When, after an almost straight decline 
of fifteen points on average, covering 
some four months, seven weeks of see- 


sawing price movement came, and no 
further progress on the down side re- 
sulted, it was a pretty good sign that 
the liquidation in the railroad stocks had 
petered out for the time being at least, 
and that a goodly recovery was to be ex- 
pected. Here was another indicator for 
those who sought to employ foresight in- 
stead of hindsight to the market. 

And, lastly, enters another element, 
which, did the writer fail to dwell on, he 
would be neglectful of a real duty to his 
readers. It has to do with the inherent 
stubbornness of the average speculator. 
Some of those who are the most pessi- 
mistic bears today were the most over- 
confident bulls last fall. Many of them 
hung on to long stock through the two 
big breaks, only to close out at large 
losses after the real danger had passed 
and an early betterment was reasonably 
possible. Hindsight and disappointment 
have made them bearish, and they are 
now short of the market. They will hold 
out against advancing prices just as ten- 
aciously as they hung on before when 
prices were crumbling, and they will 
cover only after the rise is over and 
prices do not yet go down. 

To such one can but venture a meed 
of the old advice that caution is at least 
a good part of valor, and that it is better 
to take a small loss than a large one. 
Whether it will be taken, and acted upon 
is, of course, as the saying goes, an en- 
tirely different matter. And by the time 
this is published, what was once a little 
loss may have grown to be quite a large- 
sized one. 








MARKET STATISTICS 


Dow Jones Avgs. 

20 Inds. 20 Rails 
Monday, > 95.03 97.75 
Tuesday, we 95.05 97.28 
Wednesday, “ 14....... 95.16 96.95 
Thursday, 9 iideadin 95.63 97.28 
Friday, S Binns ose 95.65 97.67 
Saturday, ie 96.22 97.85 
Monday, — ae 96.97 99.55 
Tuesday, * - Dives dese 98.20 100.18 
Wednesday, “ 21....... 97.61 99.48 
Thursday, * Biased: CH 99.48 
Friday, , Miksa wes 97.27 101.78 
Saturday, OD svacin 97.73 102.30 


Breadth 
50 Stocks (No. 
High Low Total Sales Issues) 
84.00 82.37 801,200 218 
82.70 81.94 501,900 188 
83.24 82.02 370,400 181 
83.06 82.29 446,400 176 
83.16 82.29 360,100 182 
83.54 $3.11 352,400 154 
85.28 83.09 1,281,800 228 
86.06 84.90 1,280,300 230 
86.17 84.76 1,415,200 221 
85.31 84.36 961,400 208 - 
85.88 84.53 1,060,600 220 
86.45 85.57 612,700 190 























Technical and Miscellaneous Inquiries 





Death of Holder 


QO —lIf a man owns stocks in his name and 
dies, leaving a wife and children, can the wife 
sell the stock? Also, if not, what should she 
do to get possession of the same? 

Ans.—You may do either one of two things. 
You may have the stocks made out in your 
name and endorse them in blank, dating the 
endorsement on the day on which you actually 
signed your name, and after your death it is 
possible for your wife to sell these securities 
without much trouble, except that the permis- 
sion of the Probate Court of Pennsylvania is 
necessary. 

Second, another method would be for you to 
have the securities made out in the name of 
your wife and have her endorse them in blank. 
They will be in your possession during your 
life and you will be able to utilize them as you 
wish, and after your death your wife will have, 
automatically, the possession of these securities 
in her name and she can dispose of them as 
she so desires. 


Preferred Stockholders Com. 

Q.—(In regard to Preferred Stockholders’ 
Committee, American Hide & Leather Co.) 
The writer authorized the above committee to 
represent his holdings of preferred stock in 
the above company on November 13, and on 
November 29 sold same. On March 6, re- 
ceived a: bill from the committee for one dol- 
lar a share on total number of shares origi- 
nally held. 

Please let me know if any authority I gave 
the committee did not cease as soon as I sold 
my stock, and if I am liable, legally or other- 
wise, for the amount they ask. Thanking you 
in advance for the above information. 

Ans.—On all personal liability stocks the 
registered holder is responsible for all assess- 
ments and for all expenses, but the American 
Hide & Leather Co. does not happen to be 
a personal liability stock. +f, however, the 
bill from the committee was due for payment 
on or before November 29, you are legally 
responsible for the payment and the committee 
could hold you, but if the payment was due 
after you had sold the stock, we doubt if you 
could be held responsible. However, legal 
proof would be necessary in such a case if 
the matter came up. 

Our advice to you is to write to the com- 
mittee and tell them that the stock left your 

ossession and you received payment in full 
or same on November 29, last, and that you 
had no interest in it whatsoever. Possibly this 
will clear up the matter, and if any other con- 
siderations arise we shall be glad to take the 
matter up with you. 


Purchaser of Stock 
Q.—Have I the right to know from whom 
my broker purchased stock for me, and do I 
have to notify the company that I have sold 
my stock? i notice that a recent decision 





holds the party on the books of the com- 
pany responsible in case of litigation. 


‘changed so as to be in my own name. 
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Ans.—A purchaser of stock has at all 
‘times the right to know from whom he 
bought his stock, and a seller has the right 
to know to whom he sold his stock. As a 
general rule a broker’s “confirmation” gives 
the name of the party with whom the trans- 
action was made. Of course, the name of 
the broker from whom the stock is bought 
or to whom sold is the one that appears on 
the “confirmation,” but the original party 
in the transaction can be easily traced 
through this source. It is usually unneces- 
sary for the seller to communicate with the 
company whose stock he‘has sold, advising 
that such transfer was in order, because 
brokerage houses attend to the matter for 
him. 

Margin 

Q.—I have a margin account with a broker. 
He has sent me, and I have signed, a card 
waiving certain rights so as to enable him to 
hypothecate the securities with other collateral 
and for more than the amount due on my ac- 
count, etc. Now, in case anything should be- 
fall this broker, such as failure, would I be 
able to secure my stock upon payment of the 
balance due? 

Ans.—Practically every broker protects him- 
self by asking the client to give him such a 
waiver of rights. The broker must use your 
collateral to borrow money to finance the 
marginal transaction, and he protects himself 
against law suits and lengthy legal discussions, 
sometimes resulting in heavy costs, by having 
the client make such an agreement. This 
agreement is perfect in form and is followed 
out by the best firms in the brokerage business. 

If the broker should fail, you would be able 
to secure yourself upon payment of the bal- 
ance due, if there were no other considera- 
tions attached to the account except this fea- 
ture. 


Changing Name 

Q.—Please advise me how to proceed to 
have a certificate covering a listed stock 
I have 
purchased a certificate which has been prop- 
erly endorsed by the person to whom it was 
issued, and desire the records changed so | 
will receive the dividend. 

Ans.—You already hold a certificate in some- 
one else’s name. On the back of the certificate 
is a blank space which at the top states that 
the owner of it provides the transfer to. At 
this point fill in your full name and address. 
With this attach a New York State Tax 
stamp at the rate of 2c. per hundred dollars 
par value or fraction thereof and have it can- 
celled. You should have a bill of sale with 
such a stamp on from your broker. This is 
in case the stock is transferred in New York 
State. However, if there are any doubts re- 
garding the procedure, »we shall be very glad 
to have the stock transferred for you, and 
send it to you, or have you call for it at the 
MaGaZINE office. 
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War and Cotton 





By RICHARD SPILLANE 





HERE is one positive force in the 
cotton market to-day. That is the 
imminence of war. It stirs the 
imagination of the speculator, stiffens the 
courage of the holder of the staple and 
has a potent influence on the mind of 
the spinner. Statistics, precedents and 
such things do not count. They should 
not. These are abnormal times. We sail 
uncharted seas. And we are near the tail 
of a short crop. 

So far as cotton is concerned, the spin- 
ner sees possibly 500,000 or a 1,000,000 
potential cotton consumers added to the 
nation’s population suddenly. He sees 
uniforms, underwear and a raft of stuff 
that must go into military use and that 
must come from cotton. He knows uni- 
forms last but a short time and that no 
persons consume cotton goods so fast-as 
do men in war service. 

The addition of half a million or a mil- 
lion to the consuming class would not 
mean so much to the cotton man at any 
other time than this. The stocks of raw 
materials are exceptionally small. We 
find figures as to ginnings show the crop 
to be 11,356,944 running bales. This is 
enough below the governmental estimate 
of 11,500,000 to make the unprejudiced 
person think those who persist in believ- 
ing the Census people favor the farmers 
are unjust, and yet close enough to the 
others to do credit to the statisticians. 

The linters figures are decidedly inter- 
esting. They show 817,636 bales up to 
February 1. This | be accepted as in- 
dicative of a crop of 1,100,000 to 1,200,- 
000 bales of the stuff. The linters figures 
are slower to come out than those of 
straight cotton. On January 1, 1916, the 
returns showed 531,000 bales of linters 


while the crop amounted to 944,000 bales, 
or the largest on record. If the crop of 
this season follows the same statistical 
line it not only will be a breaker of last 
season’s record but it will place the linter 
crop in the proud position of being 10 per 
cent as large as the cotton crop—a thing 
unthought of in normal times. 

Exports are light while domestic busi- 
ness holds fair. The improvement in the 
insurance outlook may help exportation 
somewhat, but not to an appreciable de- 
gree and hardly enough to offset the chill 
Manchester got over the additional im- 
port duty of 4 per cent the East Indian 
government put upon cotton goods. 

Manchester has reason to shiver. This 
war is going to make many changes in 
relation to cotton. Nations that were 
thrown upon their own resources finan- 
cially, industrially and commercially are 
seeking ways of guarding their interests 
better than they did before. India had 
a small textile industry and imported 
much of its cotton goods from Manches- 
ter. The Indian-made goods and the 
British-made fabrics were kept on an 
equality before the trade through an ex- 
cise tax of 3% per cent in Indian manu- 
facture and a 3% import duty on British 
textiles. With the import duty raised io 
7% per cent the Indian will now have a 
pronounced advantage especially as 
Great Britain already labors under the 
heavy handicap of long distance from the 
field of production. The distance means 
cost of carriage of raw material over the 
seas and then cost of carriage back to 
the markets of sale. These costs of trans- 
portation are almost equal to the cost 
of the raw material. It is inevitable that 
manufacturing must increase in the coun- 
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tries that possess the great advantage of 
the raw product and must decline where 
the manufacturer has to struggle against 
the double transportatjon charge. 
Cotton’s Market Position 

Light exports, and particularly bilious- 
ness in Manchester, would be enough or- 
dinarily to make the market student hesi- 
tate after prices had advanced so much 
as within the last two weeks, but the bull- 
ish spinner is an element that must not 
be ignored. The bullish speculator either 
realizes on a bulge or runs on a decline, 
but the bullish spinner is not mercurial. 
The spinners declare the present situation 
exceptionally strong in the event of war 
and they make predictions that would 
seem absurd, extravagant, ridiculous al- 
most. They predict an advance of 25 per 
cent in yarns. Such an advance would 
increase about 7 or 8 cents in cotton. It 
would be little short of scandalous to up- 
set tradition and have two bull campaigns 
in the one cotton crop, but that is what 
the iconoclastic persons who consider 
that nothing is the same now as it used to 
be except the reckoning of time, are look- 
ing for. Incidentally, they call attention 
to the fact that even time is changing, 


some people pushing forward the hands 
of the clock. 


Probably never in the history of cotton 
was there such an anomaly as is presented 
at this time. A declaration of war, as 
has been stated, has a powerful bullish 
influence from the American spinner’s 
viewpoint and that to-day is the backbone 
of the market. At the same time, peace 
would be a bullish influence of world- 
wide spread as peace would give promise 
of a trade restored, of mills, now idle, 
busy again, of shelves, now bare, laden 
with goods and with the whole machinery 
of the universe restered. 

In such a queer state of things no won- 
der the cotton planter sits tight and says 
nothing. For the first time he is playing 
a game in which it is heads he wins and 
tails the public loses. From all over the 
South come stories of poor crop pros- 
pects. Some of the reports no doubt are 
manufactured for northern consumption, 
but there is enough corroboration to 
prove that the crop is not going to be 
early or*have a fair start. That does 
not augur well in a season where fer- 
tilizer is insufficient and the labor is 
scarce. 








War Prospect Helps Wheat 





By P. S. KRECKER 





ULLISH sentiment in wheat has 
received an impetus from the 
prospective entrance of the 

United States into the war. The feel- 
ing is that the export movement will 
be benefited and that higher prices 
are justifiable under such conditions. 
Trade sentiment, however, is not 
unanimous and irregularity may be ex- 
pected. An interesting development 
has been the policy inaugurated by the 
British Government of offering to buy 
the entire surplus stocks from the 
next crop of provincial countries. The 
Australian surplus has been sold in ad- 
vance at a price of about $1.20 a bushel, 
and an offer has been made to purchase 
the Canadian surplus at a price of $1.30 
a bushel. This latter offer has been 


rejected by Dominion growers who are 
demanding a minimum of $1.50. 
Whether the offer will be renewed or 
these demands met is a question in 
abeyance at present. The policy of 
the British government is believed to 
be guarantees sufficiently attractive to 
induce farmers of her dependencies to 
sow full crops. Should the entire 
Canadian surplus be sold in advance, 
it would have small direct effect on 
the supply of the United States. Last 
year Canada sold 8,271,000 bushels of 
wheat to the United States and 185,- 
000 barrels of flour. The Canadian 
surplus is large. It has’ been officially 
placed at 150,000,000 bushels for the 
crop. The Dominion exported 70,000,- 
000 bushels from August to January, 

















leaving 80,000,000 bushels for further 
export this season. 

Exports of wheat from the principal 
surplus countries for the current sea- 
son show a decrease of about 3 per 
cent, compared with the corresponding 
period of last year. From August l, 
1916, to March 11, 1917, shipments this 
season totalled 329,466,000 bushels, 
compared with 342,615,000 bushels in 
1916 and 311,231,000 bushels the corre- 
sponding period of 1914, the first year 
of the war. The following table gives 
these. exports by countries for the 
current and previous seasons: 


WHEAT EXPORTS BY COUNTRIES 








1916-1917 1915-1916 1914-1915 
Bushels Bushels Bushels 
America ..221,426,000 300,005,000 272,072,000 
Russia . 6,006,000 3,472,000 688,000 
Dam. DOOR. sescsese  _canscess 240,000 
India ..... 24,454,000 1,960,000 12,408,000 
Argentina.. 44,569,000 20,022,000 22,825,000 
Australia .. 29,042,000 10,374,000 1,848,000 
Others .... 3,969,000 6,762,000 1,550,000 
Totals . 329,466,000 342,615,000 311,231,000 


One of the interesting disclosures of 
this tabulation is the evidence it 
affords of the extent to which the 
Allies overcame the scarcity of wheat 
in North America by increasing their 
purchases elsewhere. Thus in 1915- 
1916 they bought only a nominal quan- 
tity of wheat in India and held down 
their purchases in Australia because of 
the great abundance of wheat nearer 
home. During the current season of 
scarcity in North America they have 
more than doubled their importations 
from Argentina, have trebled their 
purchases from Australia, while the 
increase in the movement from India 
shows an extraordinary gain. The 
aggregate increase in exports of these 
countries this season has been 65,709,- 
000 bushels, which has gone far 
towards offsetting the decrease of 
approximately 80,000,000 bushels in ex- 
ports from North America. Only the 
most scientific purchasing methods 
could have achieved such a result 
without causing wild speculation and 
booming prices. 

Crop Prospects 


Discussion of crop prospects for the 
current year will hinge soon on the 
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reports of acreage planted to Spring 
wheat. With wheat commanding $2.00 
and more in the cash markets, farmers 
have every inducement to make a rec- 
ord sowing and reports to the Depart- 
ment of Agriculture, which indicate in- 
tentions to produce the greatest crops 
of all kinds ever grown in the United 
States, lend color to the theory that 
Spring wheat planting will be as large 
as any in the past if not larger. The 
largest acreage sown to Spring wheat 
in history was that of 1915, when the 
area totalled 19,161,000 acres, United 
States Department of Agriculture 
figures. Last year the acreage was 
17,956,000 and the five-year average is 
18,475,000 acres. Unless all signs fail, 
the acreage this year will exceed that 
average and will approximate the rec- 
ord of 1915. However, assuming that 
it only reaches the five-year average 
and adding that to the winter wheat 
acreage of 40,090,000 acres sown last 
Fall, there would be a total wheat acre- 
age this year in this country of about 
58,500,000 acres. 
Abandoned Acreage 

Abandonment of wheat acreage is al- 
ways something to be reckoned with. 
Last year it was unusually heavy, 
amounting to more than 11 per cent. 
The average abandonment for five 
years works out at 8.2 per cent. Tak- 
ing that as a basis of calculation, the 
abandonment this year would reach 
4,797,000 acres, which would reduce the 
area reaped to 53,703,000. The average 
yield of wheat in the United States for 
the last five years has been 15.5 
bushels. On an acreage such as is in- 
dicated this would mean a total pro- 
duction of 832,396,000 bushels, com- 
bined Spring and Winter crops. Should 
the high rate of yield of 1915 rule this 
year, the crop would exceed 900,000,- 
000 bushels by a comfortable margin. 
Normal domestic needs of wheat in the 
United States for seeding, consumption 
and carry-over, are about 600,000,000 
bushels. So that with the average 
yield only, there would be a large mar- 
gin above domestic requirements for 
export. Should the high rate of yield 
of 1915 be repeated, the margin would 
be much more than ample. 
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Book Reviews 
These books are for sale by THE MAGAZINE OF WALL STREET. 


Prompt attention will be accorded all orders. 











THE PHONOGRAPH BOOK 
By Lloyd MacFarlane. (Price $2.10 Postpaid.) 


HERE is a book that will tell you in a 
chatty manner just what you want to 
know about the phonograph. It describes 
the different types of instruments and points 
out their particular advantages and disad- 
vantages. It discusses in a simple way the 
rinciples of physics which “make it go.’ 
The volume shows some simple means of 
testing machines before (or after) pur- 

chasing. 

Do you really know why you change that 
needle every time you put on a new record? 
Mr. McFarlane answers the question. And 
that dingus for regulating the speed! Here’s 
a brief and adequate explanation of its use 
and adjustment. You have wondered, too, 
how records are made—the recording ar- 
rangements. The author pictures the whole 
performance. Then when you go to pick 
out your machine and the salesman babbles 
about “Louis Canz” and “Adam” styles of 
cabinet, dig this volume out of your coat 
pocket and take a peek at the chapter on 
this topic. 

Altogether there is no more delightful 
reading on this whole subject than is to be 
found between the covers of this book, and 
it is scientifically accurate throughout. 


ADVERTISING—SELLING THE 
CONSUMER 
By John Lee Mahin. (Price, $2.10 Postpaid.) 


HE author of this book has for his back- 
ground in presenting the subject the 
experience of a newsboy, printer, book- 
keeper, reporter, editor, advertising solicitor 
and finally executive head of a national ad- 
vertising agency.. Seldom is any one so well 
equipped to speak on this important branch 
of business. 

The book presents a comprehensive sur- 
vey of the organization of modern adver- 
tising through which it serves its great 
function of selling the consumer. It is prac- 
tical and at the same time develops the 
underlying theory. The writer speaks au- 
thoritatively on the various classes and in- 
dividual advertising mediums, the tools of 
the advertiser, the inter-relation of sales- 
‘manship and advertising, the preparation of 
the advertisement and the testing of an 
advertisement for efficiency. 

Every type of advertising, trom the local- 
ized notice to the nation-wide billboard 
campaign, receives attention, and special 





chapters appear on trade-marks and mail 
order advertising. 

We unhesitatingly recommend the book to 
all advertisers and advertising solicitors. 


THE ROMANCE OF THE AUTO. 
MOBILE 


By James R. Doolittle. (Price, $10.30 Express 
Paid.) 


you have realized, perhaps, ‘that the pres- 
ent maximum output of gasoline will 
be exceeded by the demand before many 
years have passed, but have you ever 
thought what type of gasoline engine will 
be adopted to use some other fuel, or what 
that fuel will be? Mr. Doolittle has pointed 
out in his remarkable volume what this fuel 
will be and how it will be used)in the auto- 
mile engine. 
The growth of the automobile from its 
first inception to the present time is ad- 
mirably set forth from several points of 











A BRIEF HISTORY OF 


PANICS 


IN THE UNITED STATES 
By Clement Juglar 
and 
De Courcy W. Thom 
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brings us up to date and Mr. Thom has 
originated about one balf of it 


FROM THE MAGAZINE OF WALL STREET: 
Wi cece the ‘war boom’ is forging ahead, seemingly un- 
checked, ~ay---y investors as well as Tong beaded 
might Ay my read over this ‘Brief 
History of ~ --y in the ti United States.’ 


“Concise ys full of facts, it will give them food 
for thought. oo cenatene of of the book may seem startling, 
but are certainly most appropriate in a time like the preseot, 


Here is one of them: 


times’ are not already casting shadows before them 
At All Booksellers 


G. P. PUTNAM’S SONS 


NEW YORK LONDON 
2 West 45th St. 24 Bedford St. 
Just west of Sth Ave. Strand 
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An ae Income 


$28.33 Monthly 


may be received from | 


$4795 


Invested in the following 
‘ Securities 








A well known railroad stock. 





An excellent Public Utility pre- 
ferred stock 

The preferred stock of an old 

— Chain Store Com- 


The} cote stock of the 
largest manufacturer of mo- 
tor trucks in the United 
States. 
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Detailed circular describing the above 
securities will be sent on request for Let- 
ter M. W. 317. 


Geo. H. Burr & Co. 














BANKERS 
120 Broadway - - -+- = «+= «+ £x\New York 
Telephone 8740 Rector 
Philadelphia Boston Chicago 
St. Louis Hartford Seattle San Francisco 














YOU CAN DEAL WITH OUR ADVERTISERS WITH CONFIDENCE. 
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United Sugar 
Companies 


Common Stock 
Advice to As an investment 


Investors 


Purchase your securities through re- 
sponsible dealers who have proper facili- 
ties for investigations and a reputation 
to maintain for reliable advice. Write for Special Letter M9 

K. N. & K. are always posted on gen- 
eral market conditions, and their views 
are at the disposal of investors through 
their monthly review of 


“The Investment Situation.” 
Write for Pamphlet K-r. 


Knauth -Nachod & Kuhne Toole, Henry & Co. 
Members of New York Stock Exchange Members | New York Cotton Eschones. 


Equitable Building, New York 120 BROADWAY, NEW YORK 












































A Short Term Investment 


of great intrinsic value and high 
yield Emerson 


We offer at a price 


A closed first and underlying mort- 

gage Railroad Bond maturing in 0. 

about four (4) years, of a Trans- 

‘continental system of 10,000 miles, Orders Executed on 
issued at $21,000 per mile on main New York Curb 


line mileage. 4 
Circular on Request 


Complete details in Circuler MW, 
which will be sent free on request 


F. J. Lisman & Company | MORRIS& POPE 


Bstablished 1897 Members New York Stock Exchange 
50 Broad Street New York 


Members New York Stook Exchange 


61 Broadway New York 
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NEW_ ISSUE 





$7,000,000 


Sinclair Gulf Corporation 


First Lien 10-Year Convertible 6% Gold Bonds 


DATED: MARCH 1, 1917 DUE: MARCH 1, 1927 
Interest Payable: March 1 and September 1 


The bonds now offered are part of a total authorized issue of $20,000,000, 
the balance being issuable only to the extent of 70% of the 
cost of betterments and additions. 


Callable as a whole or in lots of not less than $1,000,000 (or in any part 
through the Sinking Fund) at 110 and interest, upon at 
least thirty days’ published notice. 


Exchangeable at any time into stock in the ratio of $70 face amount of 
bonds for one share of stock without par value. The right 
of exchange ceases thirty days after the first 
publication of notice of redemption 
in accordance with the 
terms of the in- 
denture. 


TRUSTEE: BANKERS TRUST COMPANY, NEW YORK 





Price 991. and accrued interest 





Kissel, Kinnicutt & Company 


New York Chicago 
White, Weld & Company Montgomery, Clothier & Tyler 
New York Boston Chicago New York Philadelphia Pittsburgh 


The above advertisement appears as a matter of record, all the above 
bonds having been sold. 
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Federal 


Farm Loan 4/5 


will be 
—free of Federal Income, 
Municipal and State Taxes. 
—readily marketable 
Equity increases yearly 
Write for Leaflet “47” 


Ussing, Poole &Simmons 


Incorporated 
Investment Securities 
NEW YORK CHICAGO 


5 Nassau St. Westminster Bldg. 
Tel. Rector 7120. 
PHILADELPHIA 


Real Estate Trust Bldg. 


CLEVELAND DETROIT 


Union Nat'l Bank Bldg. Ford Bldg. 





MEMPHIS TERMINAL 
CORPORATION 


Ist Mortgage 6s Due Jan. 1, 1942 


VITAL STATISTICS 


I st—Property cost $2,000,000. Mort- 
gaged for only $1,200.000. 


2nd—Net earnings four times interest 
charges. 


3rd—During past five years approxi- 
mately $600,000 has been put into 
surplus. 

4th—Sinking fund will retire 70% of 
bonds by maturity. 


Price to yield 5.80% 
Ask for circular No. 200. 


MARSHALL. & COMPANY 


BANKERS 
SEVENTY STATE STREET, BOSTON. 























DIVIDEND PAYING 
OIL STOCKS 


At present quotations some of these issues 
afford exceptional opportunities for market 
enhancement. One of these is the SECURITY 
PRODUCING & REFINING CO. paying 
monthly dividends of 1 per cent through 
marketing only 1/5 of their total production. 
Facilities have been provided for marketing 
the remaining 4/5, which should mean a sub- 
stantial increase in the dividend rate within 
the next @ days. The present and future 
of this company is fully discussed in our 
special letter MW-26. Free on request. 


FORD & HAWKINS 


Specialists in dividend-paying oil securities 
One Wall Sreet New York 











STANDARD 
O 


SUBSIDIARIES SUBS EN BLOC 
FRACTIONS OLD STOCK 


ISSUES 


For those who desire to keep posted 
on the standard oil stocks our Booklet 
and Weekly Summary are indispensable. 

Our Statistical Department is prepared 
to give expert advice regarding invest- 
ment in these securities. 


CARL H. PFORZHEIMER & CO. 


DEALERS IN STANDARD OIL SECURITIES 
25 BROAD ST., NEW YORK 
Phone 4860, 1-2-3-4 Broad 








PLEASE MENTION THE MAGAZINE OF WALL STREET WHEN WRITING. 
























THE MAGAZINE OF WALL STREET 














_MID-CONTINENT CONSOLIDATED 


OIL & UTILITIES CORPORATION 


Incorporated under the Laws of New York 
Capital Stock 150,000 Shares, no par value 


Issued 125,000 Shares 4 No Preferred Stock or Bonds 


All legal proceedings incident to this issue have been approved for the bankers by Pain, 
Campbell & ge Catone: and for the company by Lane & Waterman, Davenport, 
us 


Iowa; and Fry, lake, azlett and Anderson, kogee and Tulsa, Oklahoma. 
TRANSFER AGENTS REGISTRARS 
Metropolitan Trust Co., New York Security Transfer & Registrar Co., New York 
Central Trust Co., Chicago Fort Dearborn Trust & Savings Bank, Chicago 


OFFICERS AND DIRECTORS 


President—DICK R. LANE, Davenport, Iowa, Consulting Engineer in charge of public utili- 
Director Dunn McCarthy Co., Chicago, Mc ties—H,. C. BLACKWELL, Davenport, Iowa, 


Carthy Improvement Co., Miller Hotel Co., Vice-President and General Manager Peoples 

Union Savings Bank, Davenport, etc. tent Ce. and Davenport, Gas and ne 

. . °., avenport, lowa; uscatine ighting 
Vice-President and General Manager—G. W. Co., Muscatine, Iowa; and Engineer for the 

FRYE, Muskogee, Oklahoma. United Light & Railway Co., Grand Rapids, 
Treasurer—A. S. NELSON, Muskogee, Okla- Michigan. 

homa. —_ 7 

. ‘ LOUIS W. DUNCAN, Muskogee, Oklahoma, 

H. C. KAHL, Davenport, Iowa, Vice-Presi- Cashier First National Bank of Muskogee. 

dent Walsh Construction Co., Director Iowa 

National Bank, Davenport, Iowa. HORACE S. GOULD, New York. 


Auditor—H. E. LITTIG, Davenport, Iowa—Director and Assistant Treasurer Tri-City 
Railway & Light Co., Tri-City Railway Co., of Iowa, etc., etc. 


STATEMENT OF VALUATIONS AS OF MARCH 14, 1917 


Total valuation public utility, oil and gas properties.......... eee $1,277,960 
Cash on hand ..... Ses do alld £4h0 Se he theses Ter a ee er 5 120,000 
NRE re ee eee ee 100,000 
$1,497,960 

Liabilities—None, except current monthly expenses. 
STATEMENT OF EARNINGS 1916 1917 ° 
(Estimated) 
Net income of public utilities. ................ — $42,500 $91,500 
Net income of oil and gas properties. ...........+..-. 112,847 250,000 
co re ear Se $155,347 $341,500 


We offer a limited amount of the syndicate stock of this company 
at $12 per share, which will net 10% on the present divi 

rate of 10 cents a share monthly. Remittances may be made 
by draft, money order, check or through your banker. 


For full detailed report “Y 1” write or call at the offices of 


KEANE, ZAYAS & POTTS 


Members of New York Stock Exchange 
15 Broad Street, New York ’Phones—Hanover 7046-47 
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9/,9% Net Income Yield 


can be had by immediate purchase Earnings in 1917 increasing at the 
of SOUTHERN OIL & CHEMI- rate of 400%. 

CAL CO. Stock. This company 
handles a staple commodity, for 
which the demand is constantly 
growing in all Industrial Lines— 


This company has no bonds, liens 
or Preferred stock—all profits go 
to the common stock. 


No war business. . Write for special letter and full 
Net earnings in 1916 increased description on this most interest- 
100%. ing Investment. 


Price NOW to Yield 914% 


J. R. BRIDGEFORD & CO. MARKOE, MORGAN & CO. 


“A Bond House of Service” Members New York Stock Eachange 
111 Broadway NEW YORK 120 Broadway NEW YORK 














PALMETTO PRODUCTS COMPANY 


CAPITALIZATION 
No Bonds 
8% Convertible Preferred Stock........ Par $100 $100,000.00 
ob le ths ahbsied eas es Par $100 900,000.00 


BUSINESS 


This Company controls, through broad-method patents, the entire manufacture of 
fibre, binder twine, rope, rugs and mattings from the scrub or saw palmetto, a waste 


product of Florida. 
EARNINGS 


Earnings based on orders on hand, for fibre alone, are running at the rate of 300% 
on the Preferred Stock and about 32% on the Common, after payment of preferred 
dividends. : 

The entire issue of Preferred Stock having been placed with investors at par $100 
per share, we can offer a limited amount of the Common for a short time at $25.00 per 
share. Orders may be telegraphed at our expense. 

We unhesitatingly recommend the Common Stock of this Company as a highly at- 
tractive speculative investment. ‘ 


MORGAN & FINLAY 


Investment Securities 


115 BROADWAY NEW YORK CITY 
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Stocks & Bonds 


° 
RAILROAD, INDUSTRIAL 
AND PUBLIC UTILITY CO’S. 


may be purchased through us outright for 

poo | or on conservative margin. Com- 
plete facilities for the careful execution 
of all investment or brokerage business, 
whether in 


ODD LOTS 
100 SHARES 


Detailed reports will be poo o. on anys 
security or suggestions for a careful in- 
vestment of your funds furnished on re- 
quest. 

Write for List “M- W.” of investment 


Members of 
New York Stock Exchange 
42 Broadway, New York 





HUAN NN 


& NUR 




















Public Utility 
Preferred Stocks 


represent a most .onservative pur- 
chase and offer generous returns 
on the investment. 


SPECIAL LETTER “5” 


reviewing the merits of a number 
of the most desirable securities in 
this group will be sent upon re- 
quest. 


MICHAELIs & Co. 


INVESTMENT SECURITIES 
61 BROADWAY NEW YORK 





























MERRILL, 


McCRORY 
STORES 


The securities and 
business outlook of 
this company are 
treated at length 
in our Special Cir- 
cular. 


Copy “MS” on Request 


LYNCH 
& CO. 

















6% and Safety 


The Maxim of Common Sense 


Following a period of 
prolonged prosperity, high 
prices and unprecedented 
speculative activity the 
reversion of the wise is 
to the conservative. 


Send for List 83/ 


Conservative , Investments 


Gilbert Eliott & Co. 


27 Pine St.,N. Y. Tel. John 6210 


YOU CAN DEAL WITH OUR ADVERTISERS WITH CONFIDENCE. 
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29% Income 
from Notes Maturing in Janu- 


ary, 1919, of a company 
having 


Assets 6 Times the Issue 


(No bonded debt) 
and 


Net Earnings 
6 Times the Interest 


Accounts Audited by 
Marwick, Mitchell, Peat & Co. 


Chartered Public Accountants 





Write for Particulars 


S. N. Bond & Co. 


111 BROADWAY, NEW YORK 





- for Preferre 








Still Selling on 
a 7:% Income 


Yield Basis 


But probably not for very long— 
The general market is getting active 
and strong and the investing public is 
not likely to overlook:— 


The 6% Cumulative Preferred stock of 

a leading Industrial Company earning 

nearly four be Be ae amount required 
ividends. 


It combines Safety, handsome return 
and a money making opportunity. 


Special Firet Hand 
Information on Request 


John P. White & Co. 


Investment Securities 
52 Broadway, New York City 




































BONDS 


Municipal 
Railroad 
Public Utility 
Industrial 


A carefully selected list 
sent on request 


Robt. E. Kemerer & Co. 





Investment Securities 
50 Broad Street New York 
Philadelphia Toronto 

















You Can Buy Through Us 
1 Share and -Upwards of 
Stocks Listed on the New 
York Stock Exchange 


and pay for same in convenient 
monthly installments. Our special 
circular M. W., containing full in- 


formation and suggestions on this 


subject, will be mailed on request. 










E. BUNGE & CO. 


Members New York Stock Exchange 


44 Broad Street, New York 
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Unlisted Securities 
Review 


Conservative investors will 
find opportunities for safe 
and productive investment 
described in an interesting 
manner in the “Unlisted 
Securities Review.” 


Copies on request 
for “March issue” 


AWSON.LYON & 


INVESTMENT STOCKS AND BONDS 
42WALL STREET NEW YORS 

















SECURITIES 


of the 
SOUTHWEST 


We have for years specialized 
in securities of the Southwest— 
both municipal, corporation and 
public utility. 


We suggest that you send for 
our latest list describing those 
bonds which we own, offer and 
recommend for conservative in- 
vestment. 


Mercantile Trust Company 


Bond Department 
SAINT LOUIS 


Capital and Surplus $9,500,000. 














FOREIGN GOVERNMENT BONDS 


YIELDING FROM 5% TO 8% 


Argentine Government 5% Loan due 1941 

Argentine Government 6’s due 1920 
(Sterling Issue) 

French Manicipal. 6’s 1919 

Chinese Government 6’s 1919 

Japanese Government 414’s second series 

Mexican Government External 5’s of 1899 

French Government Victory Loan 5’s 1931 

Italian Government 5’s Int. Loan 1941 

Russian Government Internal Loan 514’s 
1926 

Russian Government External Loan 514’s 
and 614’s 

Swiss Government 5’s 1918, 1920 


Mexican Bank Notes (Paper Currency) 
Options in Foreign Exchange. 
BOUGHT—SOLD—QUOTED 


ALFRED R. RISSE CO. 


56 WALL STREET NEW YORK CITY 
Phone—Hanover 4516. 








| 100 YEARS OF COMMERCIAL BANKING | 


THE 


CHATHA 


AND 


pHENI 


NaTTONAY 


BANK 


OF THE CITY OF NEW YORK 


pe a 
sd wou uae 
a a wee 
WILLIS STRAW OERT L mAgnins 
wonmomee 7 osTume CSTINEY wITCNELL 
MAX MARKEL 
Vice Presroeet 
cour Caomus WOLTER B OOICE 
4 ms 
¥ waren. 
HENRY C MOLE : 
cPH BROWN 
vos 
ROEM HARD 
6co 


GESSURCES Baar- FIVE MILLION DOLLARS 
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Nut uienenses 


DiscERNING Investors 


rc 


Safety 
Liberal Yield 


Potential Enhancement 


i 
i 


COZ ee C7 [FI 





may receive valuable suggestions, based 
on our mature judgment, by writing us 
their requirements. 


Address Dept. O. 


Morton Lachenbruch & Co. 








TOUT 


PION UULIUATLU LAU 





Our Specialty | 


Investments based 
upon past, present and 
future position of pro- 
gressive Public Utili- 
ties. 


Copy “M-#” of such utilities 
sent upon request — 














Investment Bankers 2 oye 
Equitable Building New York City PE Williams & Coleman 
_ || 60 WALL STREET NEW YORK 
UIUNALMONUTA AANA MULLAH mr 
INDUSTRIAL 


Prospects of 


of the present day compared 
with the great investment 
opportunities in reorganiza- 
tions of former years. 





Circular No. 48 on request 


A. A.'Housman & Co. 


New York Stock Exchange 

a! York Cotton Exchange 
Members Y. Coffee & Sugar Exch. 

New York Produce Exchange 





20 Broad Street, New York 
BRANCHES: 
8 East 43d St. 25 West 33d St. 























PREFERRED STOCKS 


Our circular contains a brief synop- 
sis of the dividend record, the in- 
corporation, the property, the out- 
standing capital as of the date of 
the last annual report, and the 
percentage earned yearly on the 
outstanding preferred stock of 
twenty companies, whose securi- 
ties are dealt in on the New York 
Stock Exchange. 


This circular will be sent on request. 


Schuyler, Chadwick & Burnham 


Members of the New York Stock Exchange 
100 BROADWAY NEW YORK CITY 
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Public Utility 


Investments 


We own and offer a large and diversi- 
fied list of bonds, notes and stocks of 
Public Utility companies with estab- 
lished records of earnings. These se- 


curities provide liberal income returns 
and have the advantages of a ready but 


non-speculative market. Clarence c Perpall & Co. 


We will be glad to send on request our 


Circular No. W-13-A, which describes Consolidated Stock Exchange of N.Y. 


briefly twelve of these securities. Chicago Board of Trade 
New York Produce Exchange. 


William P e Bonbright & Co. Our —_ fied = or a year by 


We execute orders in 




















Incorporated 
50 Broad St., New York 
14 Wall Street, New York Branch Office: 18 W. 2th St. 
London Paris 
William P. Bonbright & Ce. Bonbright & Co. 
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We will mail upon request our book- 
let (M.P.) giving the history and com- 
parative balance sheet of 


Stern Bros., inc. 


(New York City Dept. Store) 
7% Cumulative Preferred Stock 


WE OFFER 


Bethlehem Steel Co. 5s 1919 
Eastern Power & Lt. 5s 1918 
Miss. Valley Gas & Elec. 5s 1922 


Duluth St. Ry. Gen’l 5s 1930 
Penn. Water & Power 5s 1940 
U. S. Rubber 5s 1947 


Our Circular A.H. gives description and 
a comparison of the actual “yearly in- 
come” and the “bond yield” of the 
above securities. 


OSEPH & 














IENER 
STOCK EXCHANGE 











' f MEMBERS NEW YORK 

wi) Tevepnone:2715-9BROAD YW ¥ 25 BROAD ST.N-Y. 
jl 

5 A > 





HE man who can save $10, 
$20, $50, or maybe $100 

er more a month nevd not 
wait several months to accu- 
mulate a larger sum before 
investing in bonds or dividend 
paying stocks. 
=—- of looking forward 

to the purchase of securi- 
ties six months or a year 
hence, buy them through us 
now, pay for them with your 
monthly savings, and draw 
your interests or dividends 
from the date you open your 
account. 

Send for Booklet No. 36. 




















An Attractive 
Bond _ Investment 


A first and refunding Mort- 
gage Public Utility Bond. 


Earnings applicable to interest 
charges over six times require- 
ments. 
Strong sinking fund provision. 
The Company's dividend record 
is one of the best in the United 
States, dividends having been 
maintained for sixty-three years. 
The Company serves a city of 
more than 300,000 inhabitants, 
and fifteen adjacent communities. 
Price to yield almost 5% 
Send for circular No. LE-7 


A. B. Leach & Co. 
Investment Securities 
62 Cedar St., New York 
105 S. La Salle St., Chicago 


Boston Philadelphia Buffalo Baltimore 


Begin Today 





Md dihdsssddddddithdddditddstddistdddddssdddstddsddtle 


44447 









Liisa 


WII ddddddddddddllllllllllsl: 


Through the purchase of 
investment stocks from one 
share up you can gradually 
acquire dividend-paying se- 
curities. 


ODD LOTS {or rit Bepment 





Send for Our Booklet § 12. 
Suggestions to Investors. 





Giistomm &@aPman 


MEMBERS NEW YORK STOCK EXCHANGE 

MEMBERS NEW YORK COTTON EXCHANGE 

71 BROADWAY, NEw York City 
1I2N.Broaowayr. YONKERS.N.Y. 
215 Montacue Str., Brooxryn,N.yY. 
T77BrRoao STREET, NEwaRrRne.N.J. 
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Permanent 
eet Monthly Income 
Independent of $25 
Oils can be had for 

The oil trade is experi- $4,750 


encing an interesting 
relation of supply and 


aconieah | TGs cae ton invested in 50 shares of 

ee See —— Denver Gas & Electric 

of these companies at- Light Preferred 

tractive as an invest- 

ment as well as a specu- One of the largest and most im- 

lation. portant —— - Cities Serv- 

: ‘ ice Company, the well known public 

Information on any Independent Oil utility organization. r 


security or our Book on the Standard dk > 
Gina can an comnts Dividends Earned 9 Times 


“Partial Payment Plan” Monthly Dividends 
Ask for Circular 1-103 


LR .[JATROBE &Co Henry L. Doherty & Co. 


BOND DEPARTMENT (Ground Floor) 
111 Broadway New York 60 Wall Street, NEW YORK 
Phone Hanover 1600 
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$500,000 } 
City of Clevelan 


Ohio 
42% Street Improvement Bonds 
Due $10,000 annually, March 1, 1918 to 


1967, inclusive. Principal and semi-annual 
interest payable in New York City. De- 
nomination $1,000. Coupon bonds. May 
be fully registered. 

Thege bonds are a legal investment for 
Savings Banks and Trust Funds in New 
York and all New England States; are 
available as security for Postal Savings 
Deposits at 90% of their par value; and 
are exempt from Federal Income Tax. 


Having sold a large part of the 
above issue, we offer the bal- 
ance, subject to prior sale, at 


Price to Yield 4.10% 


Further particulars on request for Circular W-42 


Spitzer, Rorick & Co. 


Established 1871 
Equitable Bldg., New York 
Toledo Chicago 














Facts First— 


An experienced bond man’s familiar- 
ity with certain municipal, drainage, 
school and public utility bonds of the 
middle West is what we want you to 
have— 


Then some acquaintance with this 
Company’s standing as a servant of 
well-informed investors— 


Then a selection from our bond list 
based on your own individual needs. 


Write for Booklet T., “Saving for 
Investme 


Address Bond Department 


MISSISSIPPI VALLEY 
TRUST COMPANY 


Capital, Surplus and Profits, over $8,000,000. 
Deposits, over $21,000,000. 


SAINT LOUIS 

















Central Illinois 


Light Co. 


First and Refunding 
30-Year 5% Gold Bonds 


Secured by mortgage on entire 
property of Company subject 
only to a small amount of under- 
lying bonds which must be paid 
at maturity, 1922-1923. 


Earnings over 214 times bond 
interest charges including under- 
lying bonds. 


The Company operates in Peoria, 
Pekin, and a number of sur- 
rounding towns within a radius 
of 40 miles of Peoria. 


Price 98 and interest. Yielding 5.15% 
Send for Circular S-84 


Hodenpyl, Hardy & Co. 
Incorporated 
Securities for Investment 


14 Wall Street, New York 
First Natl. Bank Bldg., Chicago 





EST. \W. E. / 1886 























HUTTON & CO. 


New York Cincinnati 


iow yore Peck Bachenge 

ew York Cotton Exchange 

Members Cincinnati Stock Exchange 
Chicago Board of Trade 


BONDS, STOCKS, 
COTTON, GRAIN 


WABASH RAILROAD 


We have reissued our special letter on 
this road-—shall we mail you a copy? 


PENNSYLVANIA 


Is included in our list of other high- 
a railroad stock netting better than 


OUR WEEKLY MARKET LETTER UPON 
REQUEST. 


Address Dept. C 
60 BROADWAY, NEW YORK 
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WEST STATES PETROLEUM CO. 


Authorized Capital, $1,000,000 1,000,000 Shares, Par $1 
No Preferred Stock. No Bonds. Fully Paid and Non-Assessable. 
500,000 Shares Issued—500,000 Remain in Treasury. 


Dividends at the rate of 1% Monthly 


Transfer Agent and Registrar 


Security Transfer & Registrar Company, New York 





OFFICERS 
President—H. N. Chamberlain, 
Banker, Salt Lake City, Utah. 
V'ce-President—Frederick De Augustine, Secretary—Franklin Ritter, 
Oil Operator Attorney-Capitalist, Salt Lake City, Utah. 


PROPERTIES AND PRODUCTION 
WYOMING, CALIFORNIA AND TEXAS 


West States Petroleum Company owns under lease approximately 2,000 acres of 
valuable oil and gas lands, some 400 acres of which are located in the producing fields 
of California; approximately 500 acres in the Texas Oil fields, and 1,000 acres in 
Wyoming. 

Present production of the company’s wells is 12,000 to 15,000 barrels per month, 
and drilling is under way on additional wells which should practically double this 
output within the next ninety days. 


DEVELOPMENT 


Over $250,000 has already been expended in developing the company’s holdings. 
The California properties are exceptionally well located as to pipe line connections and 
the equipment of rigs, storage tanks, boilers, etc., is complete. 


DIVIDENDS 


All issued stock will pay dividends at the rate of 1 per cent per month. Earnings 
are far in excess of all dividend requirements at this time and are steadily increasing. 


MARKET 


We are offering a limited block of West States Petroleum stock at $1 par, for 
private subscription, prior to application for listing by the New York Curb Market 
Association and other Eastern exchanges. 


CONCLUSION 


In the interests of our clients we have made careful investigation of the 
production and management of the West States Petroleum Compan We have = hesi- 
tancy in say that we believe this to be an altogether a >» offer, both from the 
soecuiative the investment standpoint. Present production—which will be rapidly 

increased by the coming in of new wells—assures the continuation of dividend payments 
which is bound to increase the stock value. 


Write for Illustrated Descriptive Circular No. 20 
Mail all orders and funds to the undersigned. 


THOMAS E. DONOVAN & COMPANY 


Specialists in Oil Securities 
25 Broad Street New York City 


TELEPHONE BROAD 4994-5 
The above information is obtained from official sources which we believe reliable but de not guarantes. 
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view. The hook, although epmpreentiee, 

is not larger than the subject warrants. e ° 

style is especially readable, and every page 

brims with amusing and interesting narra- The Bache Review 
tives. ce A Condensed Weekly Sum- 

One of the chapters of especial interest to f Fi = d 
investors is that dealing with the financial mary oO Imanciai an 
growth of the manufacturing corporations Business Conditions 
and the accessory makers. : 

The stories of the inventors, their troubles Valuable to Bankers, Business Men 
99 yon a ably told; the services of and those interested in Securities 
the rubber producers and improvers is 
shown to have made possible the great de- SENT ON REQUEST 
velopment of the gas-wagon. The author J. S. BACHE & CO. 
describes how the coming of the machines N — 

-has_ influenced our. civilization through ew itor 











bringing better roads, better highway ae> 
lation, in reducing the cost of ne. 

stimulating industries of all sorts and, final- 
ly, he points out that the automobile has 


been a great force for good in the eugenic 
progress of our people. Our 1917 Book Catalogue 


If you want to know what’s what in the 











. 
automobile world you should have this vol- 18 Now Ready 
ume. If you have a car or want a car or 
even think of buying some Flickermobile Ag LL Seong = empetiantion <6 oll 
Common Stock, look it up in this book. and yy and selected the best of them for 





. a0 tiles our Book Catalogue, 4th Edition. Over 
Morgan & Finlay, 115 Broadway, an- les oe listed and described in this cata- 
nounce that the issue of $100,000 8% Con- i. iano 
vertible Preferred Stock of the Palmetto Book D. 
Products Company, manufacturers of Pal- : apartment 
metto a yo fone, rope, mttings. The Magazine of Wall Street 
rugs, etc., has been heavily overso e Broadwa 

stock was offered to investors at par $100 - p> Haw ‘Ver 
per share, with a bonus of Common Stock. 


CHARTS 


We have special facilities for making and supplying graphics. The charts listed be- 
low are particularly timely. Every investor or trader should make them part of his equip- 
ment. 











1—New York Times 50 Stock Averages; showing daily high and low prices and 
volume of sales for 1916 on one sheet, size 11 by 25 inches, price $1.00. 


2—Dow-Jones Averages; showing daily course of the average Prices of 20 rails 
and 20 industrials and volume of sales for 1916 on one sheet, size 11 by 25 
inches, price $1.00. 
3—U. S. Steel chart; showing daily high and low and volume of sales for 1916 
on one sheet, size 19 by 28% inches, price $1.00. 
4—Anaconda Copper chart; showing daily high and low and volume of sales for 
1916, three months to a sheet, size 8344 by 11 inches, price each 25c, the 
year $1.00. 
5—One-Point Movement charts; line or figure form, individual charts of all active 
stocks, from June Ist, 1915, to date. Prices upon request; mention stocks 
and period to be covered. 
Graphic records of fundamental conditions are available in several forms. Further 
information cheerfully supplied. 
_ We specialize in the one-point figure charts, being the only makers of these charts for 
1916-17. A\lll active issues will be furnished immediately. We will make up these charts 


of any listed stock at a reasonable price. 


CHART DEPARTMENT 
THE MAGAZINE OF WALL STREET 42 BROADWAY, NEW YORK 
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That is the question always dealt with in THE 
MAGAZINE OF WALL STREET. What 
@ next in the security markets? What next in 


business conditions? What next in the finan- 
cial situation? And every investor or business man needs to know WHAT NEXT. 
Here are some of the important features to appear in early issues: 








THAT ROCK ISLAND FIASCO—Part 2, THE NEW ROCK 
ISLAND. Following Part I, published in our March 31 number, which told how the 
great Rock Island Railroad got into its recent difficulties, Part 2 will contain Mr. Na- 
than L. Amster’s own story of his fight in behalf of the Rock Island bondholders, and 
will also tell of the present status of the company and the prospects for regaining its 
lost prestige in the railroad and investment worlds. 


ARE RAILROAD SECURITIES CHEAP? By Walter Mc- 


Naughton. In this article Mr. McNaughton, whose writings for this publication have 
attracted wide attention, analyzes carefully the market position and prospects for lead- 
ing railroad securities. We consider this contribution of especial investment and spec- 
ulative value. 


THE SUGAR REFINING COMPANIES. By A. U. Rosen- 


thal. In the general interest in the ==. companies the sugar refining com- 
panies have been somewhat neglected. e author discusses the past, present and 
future of the securities of the leading sugar refining companies whose stocks are 
actively traded in. 


WRIGHT-MARTIN AIRCRAFT CORPORATION. We have 


authorized a careful investigation into the affairs of this concern whose securities have 
behaved so far so disappointingly in the markets. We expect to be able to announce 
the results of this investigation in an early issue. 


AMONG OTHER ARTICLES already completed or in the 


course of preparation are, “Switching” in Investments, How a Stock Is Marked Up, 
The Cigarette Romance of Finance, Accounting an Investor Should Know, How the 
First Musical Phonograph Record Was Made, More About the Standard Oils, Anal- 
ysis of St. Louis & San Francisco, Keeping a Record of Your Securities, Do Charts 
Leak? The Life Story of Henry Ford, “Board-Room” Rust, The Remarkable Rise of 
S. S. Kresge, Investing for Safety and Income, Etc., Ete. 


ALL THE REGULAR DEPARTMENTS 
One Dollar and your address will bring NEXT FIVE ISSUES by mail 


FILL OUT AND MAIL 


To 
The MAGAZINE of WALL STREET “xreXoxe" 
Enclosed find check for $5.00. Please send me The Magazine 


0: Wall Street for one year, including full Privileges of the Investors 
Personal Service Department. 


SPECIAL OFFER 
Next Five Issues $1.00 




























































Wall Street Jottings 


A description, from the point of view of 
the investor, of the various features of the 
new Farm Loan Bonds issued under the 
Federal Loan Act is contained in a pamphlet 
just published by Ussing, Poole & Simmons. 





The latest statement of the McCrory 
Stores Corporation shows profits of $422,148, 
or an increase of 19.8% over those reported 
for 1915. Last year dividends on the $1,250,- 
000 preferred stock were earned almost five 
times, and profits were equivalent 6.69% 
on the outstanding $5,000,000 common stock 
after payment of 7% on the preferred issue. 


Inspiration Copper 


I have had prepared by an analytical 
expert a complete, up-to-date and pains- 
taking review of INSPIRATION COP- 
PER CO., embracing its past, present 
and probable future. Copy on request. 


BENJ. SOLOMON 


Member Consolidated Stock Exchange 
SPECIALIST IN LISTED COPPERS 
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Big Profits 
in OIL 


Record Oil Prices, Gigantic and Ever In- 
creasing Demand. Great Rush for Every 
Available Foot of Oil Lands. BUY 


Consolidated 
Petroleum Corp. 


41 PRODUCING WELLS occupy less than 5% of 
territory In which company is interested. Tremen- 
dous reserve acreage. Immense indicated earnings. 
Capable management. 

Buy NOW prior to active trading on N. Y. Ourbd 
Market, when this stock will no doubt sell at prices 
more in keeping with its real merit. 

We offer unsold portion of 50,000 Shares 

(par value $10) at $7 per Share 


KEEP POSTED ON OIL 


Write for our Weekly Letter M.W.-12 containing 
Very Valuable Oil Information 


Pratt, Grigsby, Conklin Co., Inc. 
Investment Securities 
NEW YORK PITTSBURGH, PA. 
One Wall Street 203 Union Bank Bldg. 


















Bond —to Yield 
GOLDSMITH 6% Net 


Iowa Southern Utilities 
Co. 6% Serial Mortgage 








Investment Securities Debenture Gold once ag 
: resent earnings over 4 
Suite 1616 times interest require- 
20 Broad Street ments. 
New York City A well secured, a safe 
investment. Full details 
Tel. Rector 6184 on request. 






Inquiries invited on all Securities 
for which no market can be found 


Tash-Orn Mines, Ltd. 


Every bit of favorable publicity so gener- 
ously accorded this proposition by the 
poe of the country is thoroughly justified 
y conditions. 

Tash-Orn is the Premier property of the 
Kowkash District. Development is pro- 
gressing rapidly and assay values improv- 
ing daily. Buy it prior to listing. Further 
particulars upon request. 


H. L. MANDEVILLE & CO. 
120 Broadway NEW YORK 





































44 Broad Street New York We invite fullest investigation through your banker. 
IVAN An Excellent High Power Marine Engines 
are manufactured by the 


STANDARD MOTOR 


Construction Co., which is earning at 
least 50% more than last year and 
now has exceptional prospects for 1917, 
particularly owing to the big 


Boom in Shipbuilding 


which has already started and is 
growing enormously. 


Read our Market Letter No. 876, which 
discusses the above and also gives 
late news on 


Merritt Oil Chevrolet Motor 

Midwest Refining Big Ledge Copper 

Continental Ref’g Stromberg Carburetor 
Above letter sent on request. 


Harvey A. Willis & Co. 


~ STOCKS AND BONDS 
(Established 1901) 


32 Broadway, New York 


"Phones 127-8-9-147-8 Broad 
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My Knowledge of the Psychology of the 
Stock Market has saved me thousands of 


dollars 


d | learned this through study and care- 
ful anion of the MAGAZINE OF WALL 


STREET. These books, “The oF 
of the Stock Market,” “How to Read 
Financial Page,” and “Fourteen Methods of 
Operating in the Stock Market,” which first 
pene in serial form in the magazine, 
pointed out to me the underlying influ- 
ences that cause the market so often to 
move contrary to the news. 

They have taught me to acquire mental 
balance in making my investments; they 
have developed my self-confidence; and 
they have shown me how to act on my 
own judgment. They have taught me to 
keep cool in boom times as well as in 
panics. 

1 have developed a real investment un- 
derstanding which has kept me from buy- 
ing when prices were abnormally high and 
sacrificing my securities in times of de- 
pression. 

They have saved me thousands of dol- 
lars and they will save’ thousands for 
others who will devote a little time to 
careful study and clear thinking before 
making investments. 


“Psychology of the Stock 


Market” 


I. The Speculative Cycle 
Il. Inverted Reasoning and Its Conse- 
quences 


Ill. ey” . 

IV. Confusing the Present With the 
Future vs 

V. Confusing the Personal With the 
General 


VI. The Panic and the Boom 
VIL. The Psychology of Scale Orders 
Vill. The Mental Attitude of the Indi- 


vidual 
“How to Read the Financial 
Page” 
I. What the Financial Page Contains 
Il. Interpretation of Prices and Aver- 


ages 
Ill. Volume of Trade—The Stock Mar- 


ket Cycle 
IV. Bank Statement of the Money 
Market 
V. Investment News and Railroad 
rnings 


VI. Bank Movements 

VIL Balance of Trade 
VIIL Commodity Prices 
IX. The Bond Market 





“14 Methods of Operating in the 
Stock Market” 


A Specialist in Panics 

Forecasting the Stock Market 

Principles of Price Movement 

The Scale Plan 

Rules of a Successful Speculator 

Plan for Taking Advantage of Primary 
Movements 

The Breadth of the Market 

Calculating the Force of the Market 

Methods of Successful Traders 

Operating in Specialties 

Detecting Liquidation 

Practical Use of Puts and Calls 

Stocks of Bankrupt Corporations 

Stop Orders 


| Book Department, 
MAGAZINE OF WALL STREET, 
42 Broadway, New York. 


1 TI inclose remittance of er f hich 
I please send me books checked: Cae or 
| 0) “Psychology of the Stock Market,” $1.06. 

I 

l 


0 “14 Methods of Operati in the St 
Market,” $1.04. . ~~ 4 = 


02 “How to Read the Financial Page,” $1.04. 


[) Also_your free catalogue of 400 Financial 
\ Books. 


j NE: sviwishedehadlivescnnidsccconcniasdncbadig teak 
i Street 
| City 


| State 


| (Please write name and address very plainly.) 
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REORGANIZATION 


THE CHICAGO, ROCK ISLAND and PACIFIC 
RAILWAY COMPANY 


Notice of Second Instalment Due 


To holders of Certificates of Deposit for Stock issued under the Plan and 
Agreement of Reorganization dated November 14, 1916, as modified No- 
vember 26, 1916, between holders of Stock and Debentures and the under- 
signed Joint Reorganization Committee: 

The undersigned Committee hereby calls- for the payment fifteen days 
after the first publication of this notice, namely, on April 3, 1917, of the second 
instalment of Ten Dollars ($10) in respect of each share of stock so deposited. 

Payment in each case must be made to the Depositary by which the Cer- 
tificate of Deposit was issued (Bankers Trust Company, at New York, or First 
Trust and Savings Bank, at Chicago), in current New York or Chicago funds 
according to the place of deposit. Upon making such payment each holder of 
a Certificate of Deposit must present the same to the Depositary for notation 
of payment thereon. 

Attention is called to the provision of said Plan that failure to make said 
payment on or prior to said date, may render such stock liable to forfeiture. 


Dated, March 19, 1917. 

SEWARD PROSSER, 
NATHAN L. AMSTER, 
EMILE K. BOISOT, 
CHARLES HAYDEN, 
JAMES SPEYER, 
S. DAVIES WARFIELD, 
Joint Reorganization Committee. 





B. W. JONES, Secretary, 
16 Wall Street, New York, N. Y. 











Distillers Securities Corporation. 
The Board of Directors has this day declared a 


Office of 
FEDERAL MINING AND SMELTING COMPANY, 
bard dividend at the rate of two per cent. (2%) per 


Broadway, New York, March 16, 1917. 





THB ANNUAL MBEBTING OF THD STOCKHOLDERS 
of the Federal Mining and Smelting Company, for the 
election of Directors and transaction of any business 
which may lawfully come before the meeting will be 
held on Monday, April 9th, 1917, at the office of the 
company, No. 32 Broadway, in the City of New York, 
New York, at 3 o’clock.in the afternoon. 

The stock transfer books do not close but Common 
stockholders of record at the close of business March 
19th, 1917, shall have power to vote. 

B, HOYT, Secretary. 


INSPIRATION CONSOLIDATED COPPER CO. 


The Directors have this dey declared a dividend 
of $2.00 per share, payable Monday, April 30, 1917, 
to stockholders of record at 3:00 o'clock P. M., 
Thursday, April 5, 1917. Stock Transfer Books close 
at 3:00 o’clock P. M., Thursday, April 5, and reopen 
10 o'clock A. M., Tuesday, April 24. 

J. W. ALLEN, Treasurer. 


New York, N. Y., March 22, 1917. 





annum upon the outstanding capital stock, payable 
in quarterly installments of one-half of one per 
cent. (4% of 1%) on April 18, July 18 and October 18, 
1917, and January 18, 1918, respectively, to stock 
holders of record at the close of business on April 
2, July 2, and October 2, 1917, and January 2, 1918, 
sqgpectively, 
The transfer books will not be closed. 
THOS. A. CLARK, Treasurer. 


Dated, March 22, 1917. 





Distillers Securities Corporation 


April 1, 1917, coupons from bonds of this Corporation 
will be paid on and after April 2, 1917, on presentation 
at Bankers Trust Company, Wall, corner of Nassau 
Street, New York City. 

THOS. A. CLARK, Assistant Treasurer 





A circular has been issued by Morton 
Lachenbruch & Co., Equitable Building, 
New York City, showing the investment 
value of the First Lien 10-year Convertible 
6% Bonds of the Sinclair Gulf Corporation 
Copy sent to investors on request. 


Oklahoma Producing & Refining Co. 


The Board of Directors have declared the regular 
quarterly dividend of 24%, payable March 30th, to 
Stockholders of record at the close of business March 


20th. 
JOHN M. CRAWFORD, President. 
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NEW ERA IN ALASKA 


Steam-thawing methods now enable dredg- 
ing companies to operate entire year against 
former record of 180-day year. How this 
will affect the Alaska dredging companies. 


THE COPPER GIFT 


What will be the effect on metal prices 

as a result of the sale to the government 

of 45,110,000 pounds of copper, especially if 

the total consumption amounts to 3,000,000,- 

000 Ibs. ? 

Reference is also made to the following 

companies : 

Midvale Steel Kennecott Copper 

Alaska Mines Corp. Big Ledge 

Yukon Gold Co. Boston & Montana 

Yukon-Alaska United Verde Ex. 
Ask for Market Letter X-110 


(GOLEMANAND REI T ZE 
Established 1908 
50 Broad St., New York 
Philadelphia and Boston 











Production of 


BARNETT OIL & GAS CO. 
Has Increased 65% 


in Four Months 


and net earnings are now run- 
ning in excess of 30% on 
outstanding stock at 
market prices today. 


I Advise Immediate Purchase 
Letter BB-11 on request. 


E. H. CLARKE 


27 William St. New York 
Tel. Broad 3083 
Philadelphia Scranton Newark 

















Foremost as 


PEACE STOCKS 


We recommend commitments in the fol- 
lowing issues: 


Omar 

Sinclair 

Cosden & Co. 

Merritt Oil 

Elk Basin Pet. 
Oklahoma Pro. & Ref. 


Write at once for particulars stating 
which of these issues you are interested 


Ask for MW-3. 
Chas. C. James & Co. 
One Wall St. New York City 


Tel., Rector 6087-8-9—8329 





—OILS— 





YOU CAN DEAL WITH OUR 





COPPER 


Through recent successful sale of treas- 
ury stock ample funds have been pro- 
vided for company’s development needs 
and active work will be vigorously 
} pushed with a view to placing properties 
i} on a producing basis at an early date. 


| The stock at present prices offers an ex- 


ceptional opportunity for market profit 
and we unqualifiedly advise its purchase. 


It is officially listed and actively dealt 
in on the New York and Boston Curbs. 


Fullest information on request. 


| James O’Brien & Co. Frank J. Smith & Co 


35-37 Broad St. 
New York City 


58 Congress St. 
Boston, Mass. 
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G.W. FIELD & C0. 


Stocks and. Bonds 


DIRECT PRIVATE WIRES 


50 BROAD ST., NEW YORK 
Tel. 6268 Broad 


STOCK EXCHANGE BLDG. 
PHILADELPHIA 


19 CONGRESS ST., BOSTON 


Boston and New York Curb stocks car- 
ried on conservative margin. 


Specialists in “Coppers,” “Silvers” 
and Curb Issues 


Weekly Letters—Special Letters— 
Reports Sent on Request 


This week's letter contains interesting information 
and suggestions regarding 


White Caps 
Yerrington 
Jumbo Extension 
Metropolitan Pet. 
Butte-Detroit 
Louisiana Cons. 
Merritt Oil 
Submarine Boat 
Marlin Arms 
Hargraves 
Stewart 
Aetna Explosives 
National Zinc & Lead 
Porcupine Premier 
Troy Arizona 
Have Your Name on Our Mailing List 


Field Facilities Meet Every Investment 
_and Speculative Requirement 


The public is invited to make free use ef our 
boerd rooms. 














Two Ways: 


There are two ways of 
trading in securities: 


Pay for stocks in full. 

Pay one-third of the cost with the 
order, and arrange to carry the 
balance. 

Requires considerable ready cash. 


Permits the immediate purchase of 
stocks without having to wait until 
funds are in hand to pay in full. 


Send for Booklet Entitled 


“CARRYING STOCKS 
ON ACCOUNT” 


Which Explains the (B) Way Fully 
ASK FOR G. H. 835 


JONES & BAKER 


STOCK BROKERS 


New York - - - - 50 Broad Street 
Chicago - - - 29 So. La Salle Street 
Philadelphia - - - Widener Building 
Boston - -+- <+ - 68 Devonshire Street 
Pittsburgh - - - 320 Fourth Avenue 


DIRECT PRIVATE WIRES 























| will interest you. 








You Limit Your Risk 


to the dollar,-while profits are unlimited 
or all that a rise or a decline in a stock 
permits you to make, when you trade in 
the stock market with Puts and Calls. 


A CALL IS FOR A RISE 
A PUT IS FOR A DECLINE 


A Spread places you on both sides of the 
market enabling you to take advantage 
of the big fluctuations either way. Book- 
let- MW, which explains how they op- 
erate together with copies of Puts and 
Calls on Steel common, Anaconda and 
a few others closed out for the holders, 
will be mailed you on request. ' They 
Write for them. 


W. H. HERBST 


dealer in Puts and Calls endorsed by members 
of the New York Stock Exchange. 


20 BROAD STREET, NEW YORK CITY 
Tel. Rector 1007 Estab. 1898 
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WHEN NEW YORK 


LIGHTS UP 


When the hurrying Broadway crowds have all been com- 
fortably seated in their orchestra chairs—YOU can sit 
quietly at home and follow all the new productions— 
comedies,tragedies and dramas—see the scenes from the 
new plays, and a wealth of fascinating photographs of the 
players, in your copy of 


THE THEATRE MAGAZINE 


No other publication covers the Stage and the Drama so exhaustively. 


No other is so richly and liberally illustrated. 


The 

Theatre * 
Magazine, rs 

6 East 39th St., %, 
New York. * 
Gentlemen: I en- .s 
close herewith One 
Dollar for which 
please send me The 
Theatre Magazine for 
four months. 


MWS—4/1/17 


IN THE APRIL ISSUE 


A special supplement of beautiful women on the American 
Stage, as selected by a jury of prominent artists. 


Personal Reminiscences, By Douglas Fairbanks 

Shakespeare's Mother, By lan Forbes Rochertson 

The Advantages of Illiteracy, By Channing Pollock 

The “Art” of the Motion Picture,.By Walter Pritchard Eaton 
Mrs. Oelriches Gives a Play 


Rida Young—Dramatist and Garden Expert, 
By Helen Ten Broeck 


An Authoritative Review of All the New Plays, by Arthur 
Hornblow, Editor of The Theatre. 


Subscribe Now—Only One Dollar 


will put The Theatre in your home for four 
months ! 


35c. a Copy $3.50 the Year 
ON SALE AT THE BETTER NEWS STANDS 


YOU CAN DEAL WITH OUR ADVERTISERS WITH CONFIDENCE. 





THE MAGAZINE OF WALL STREET 





STATE OF NEW YORK 


4 Per Cent Gold Bonds 


EXEMPT FROM TAXATION, INCLUDING THE FEDERAL INCOME TAX 
Amounting to 


$25,000,000.00 


Issued in Coupon or Registered Form 


Will Be Sold THURSDAY, APRIL, 5, 1917, at 12 o’clock, noon 
At the State Comptroller’s Office, Albany, N. Y. 


This is the only public sale of New York State bonds that is contem- 
plated during the present calendar year 


Bidders will be required to state clearly in the proposal the amount and price for each 
$100 bid for, coupon bonds being issued in denominations of —— and registered bonds 
in denominations of $1,000.00, $5,000.00, $10,000.00 and $50,000. 

$10,000,000.00 for the Improvement of the Erie, ~ sone and Oswego canals, 
dated January 1, 1917, due January 1, 1967; $10,000,000.00 for the Improvement 
of Highways, dated March 1, 1917, dus March 1, 1967; $2,500,000.00 for the Exten- 
sion of the Palisades Interstate Park, dated March a, 1917; due March 1, 1967; 

+ $2,500,000.00 for the State Forest Preserve Park, dated March 1, 1917, due March 
1, 1967. 

As the bonds enumerated above are all 50-year bonds, nines 4 per cent interest, the 
Comptroller will reserve the right to allot to the successful bidder bonds ty! av or ail of 
the above issues, notwithstanding the specific issue may be stated in 

Temporary receipts will be issued which will be exchanged Aug fag fpovengnent 

bonds when ready for delivery, at the Bank of the Manhattan Company, New York 


City. 


These Bonds Are Legal Investments for Trust Funds 


No bids will be accepted for peas Se - Ge. value of the bonds nor unless accompanied by a 
deposit of money or by a certified check draft upon a solvent bank or trust company of the 
tase Cake parce te tn athe at Gn Genaudis dh de Dame ite ork, for 
at least two per cent of the par value of the bonds bid for. 

AS peageneh Ss er with the securi epost, must be sealed and endorsed “Loan for Im- 
provement” and losed in a sealed env directed to the “Comptroller of the State of New 


York, Albany.” 
S bids will include accrued interest. 
es =. ae to reject any or all bids which are not in his opinion advan- 


> Samganater susere 
esme a interests of the S 
Circular Coneriptive these —_*% and of outstanding state bonds, sinking funds, etc., will be 


mailed upon application 
EUGENE. M. TRAVIS, State Comptroller, Albany, N. Y. 


Albany, March 13, 1917. 


CARWEN STEEL TOOL CO. mee. 


Send eohiles PEREGRINA PREFERRED 
for New B GENERAL DEVELOPMENT 


FANNING, BUCK & CO. BABCOCK & WILCOX 
67 -tarstend Place, New York Cc. W. POPE & CO., 15 Broad St. 


-CONTINENT OIL _ INFORMATION FROM WASHINGTON 


EXTRACTS AND COMPILATIONS FROM STATISTICS OF 
CARRIERS 


























. buy leases 
or un territory, form drilling Syndicates on on file with Interstate Commerce Commission and informa- 
Sen vatin, or buy oll production, write us. tion from all ache Nay 
H nared Doll to Fi e or re. 
tions range from One Huw are to Five ~ —. . 


419-424 Woodward Bldg. Ww +4 t D. C. 
RALPH DEVELOPMENT CO., 395 Mayo Bldg., Tulsa, Okla. ated we) 
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You Gn Buy ELECTRIC & GAS 


Utilities variously serving 


Minneapolis, Minn. Oklahoma City, Okla. 
$100 Bonds Tacoma, Wash. San Diego, Cal. 

Pueblo, Colo. Ottumwa, Iowa 
Stockton, Cal. Saint Paul, Minn. 


OF THE Sioux Falls, S. D. Mobile, Ala. 
Louisville, Ky. Muskogee, Okla. 


U ° Ss ‘é Gov ° f Fargo, N. D. 


Constitute the properties back of an in- 
vestment in 


Outright or on the 
Small Payment Plan. STANDARD GAS AND ELEC- 
TRIC COMPANY 


Obtain Booklet “How” An illustrated booklet, describing the 
properties and business of Standard’s sub- 
FROM sidiaries, together with complete informa- 
tion regarding Standard’s securities, earn- 


E FE G & ings, etc., will be furnished upon request. 
om @ oombs . Ask for Book and Circular B-100. 
The Hundred Dollar Bond House R S MOORE & COMPANY 


120 Broadway New York City Investment Securities 
10 WEYBOSSET ST. PROVIDENCE, R. I. 
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MEMBERS - 
New York Stock Exchange 


Investment Securities 
We invite your inquiry. 
Telephone Rector 8300 


61 BROADWAY NEW YORK 
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Atchison Common 


Investment and speculative possibilities of 


this stock discussed 


in Circular MW-41 


Moore, Leonard & Lynch 


Frick Bldg., 
Pittsburgh, Pa. 


Members of 
New York Stock Exchange 
Also Members of 


Philadelphia, Chicago and Pittsburgh Stock Exchanges 








Please mention Macazine or Wart Street when writing 
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Our Eight Booklets 


On request we will be pleased to send you any one of these booklets : 


No. C-28—“$100 Bonds” 

How you may invest your funds in standard 
income- -producing bonds of small denomina- 
tions. 

No. A-28—“Cumulative Investment” 

How you may reach the financial goal you 
have in mind through consistent saving and in- 
vesting over a period of years. 

No. B-28—“The Partial Payment Plan” 

_ How you may invest while you save, adjust- 
ing purchases of securities to your income. 
No. D-28—“Odd Lot Investment” 


How you may buy as little as one share of 
stock for cash. 


No. E-28—“Odd Lot Trading” 

How you may trade in New York Stock Ex- 
change Securitics in amounts of less than 100 
shares. 

No. F-28—“Investment for Women” 

How any woman in receipt of a regular sal- 
ary can use her savings to acquire standard 
securities. 

No. G-28—“Curb Stocks” 

How business is conducted on the Curb Mar- 
ket, with comment on the character of different 
classes of Curb shares. 

No. K-28—“Odd Lot Orders” 

How the Odd Lot Business is conducted. A 
handbook for investors who buy and sell Odd 
Lots. 


Sent on request. 


Members 
New York 
Stock Exchange 


John Muir & (0. 
Odd Lots 


New York Brooklyn,N. Y. Newark, N. J. 


Main Office 
61 Broadway 
New York 


Bridgeport, Conn. 
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111 Broadway 
New York City 


